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PREFACE 


This hook IS primarily in*>ODt tor tbe use of utudenls, 
though bu‘-infB3 men also may find it useful It m ikes 
an atteinnt to esplam the methods and machinery of 
business IS It obtaina in India Though there are nuny 
books on the oubjeet. nearly all of theoi, being designed 
foe the use of Cngli”!* students, do not deal with Indian 
conditions an i practices Umvemtiea in India in proscrib- 
ing the cour-e, however require, and rightly so, that the 
subject should be studied "iili speeial relcrence to Indian 
conditwtH It IS, therefore, hoped that this book will bo 
found HUitablo by the students of Indian univcrisilas and by 
the students appearing for the various Diploma cxaminationa 
of the pnittto inercanlijc iii«titiiti<>iiH 

In arranging the tubjeet initter it was thought 
osHontial to deal m broad outluu first with the groivih oi 
commerce, the different forms of tominercial orga/iisttions 
and the organisation of trxJe to rrako the understanding 
of business pnctices intimately related to them easy Thus 
Chapters 1 to 111 dial with the preparation of the ground. 
Chapters IV’ to X deal svith hosinesa methods Chapter 
XI ileals with the postal and telegraphic information a 
knowledge of which is qnitc essintnl for every student of 
comraercp It is hoped that this arnngeraent would bo 
found convenient 

In writing thw I ock I found a iniinber of books on 
the advanced theory and practice of commerce v^ry useful 
Among them a mention may bo made of the Theory 
and Practice of Comnieice by Bucknall, Principles and 
Practice ofCommercel^ Stephenson, Commerce its Theory 
and Praclict b\ Tliomas Busin<<'fi Organisation and 
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Routine Campbe)!, Business Ogranisation and Personnel 
by Holland I am indebted to these authors for the mine 
of information beanne on business practices which their 
books contain 

For want of time Ibis bor^ bad to be rusbed through 
the press I am, therefore, conscious of the fact that 
many errors m proofeorrection must hare passed unnoticed 
and are likely to annoy the reader I am solely responsible 
for them and crave the indulgence of the reader 

AHMEOABAD V S SAtKAK 

!5lh August, 1930 

PREFACE TO THE SECOND EDITION 

The reception accorded to the first edition of this 
book by the etudeote and the public has encouraged the 
author to bring out a second edition The hook has been 
also cecentlv approved by the Rajputana Board of High 
School and Intermediate Education and recommended 
for the students of the Intermediate Commerce Exami 
nation. This recognition necessitated certain additions 
to the book. Chaplets XI and Xlt on the Law of 
Contracts and the L^w relating to the Sale of Goode have, 
therefore, been added The book has been aipo revised 
in certain parts to make it more useful to the students 
of the F Y Commerce class The author feels confident 
that the teaebers of the subject and the public would 
continue to make su^estions as before, so that further 
improvements could be made mthe book m its subsequent 
editions 

ATOIEDABAD ) 

V D S SAVKAK 

1st July, 1941 } 



SYNOPSIS OF CONTESTS 


Pages. 


CllAPlEH 

^ THt' GROWrn OF COMME8«E 1 

Mfanins’ of the temjb tnde and eom 
raerce Commerce m the primitive society 
Its growth upto the Middle Ages Diffi 
culties m its progress Modern er% in om 
meree Industrial Rerolution and the 
subsequent growth of commerce V actors 
encouraging its growth 

'II* TrPES OF COMMEKtIALOl TAMbA I10\N 7 

Sole trader De6nition Adeantages Dis 
advantages Partnership Definition Regis 
tration of partnerships Liability and mem 
hership The partnership agreement 

Different types of partnerships Bights and 
duties of partners Dis olution of partner 
ship Its utility Joint stock companr — 
Definition Its different classes Mode ot 

forming company Capital and shares 
Management of a company Winding np 
ft's ntifity 

/in TnE ORGAMSATION OF TRADE 21 

Meaniog of trade Home trade Foreign 
trade Mholesate trade Retail trade 
Import trade Export trade Organisation 
of the home trade. Markets— Its meaning. 
Classification of markets Conditions of a 
perfect ma'-ket Marketing function' The 
wholesale trade His function in relation 
to the retailer Direct sale by manufacturer 
Organisation of wholesale b«»ine«‘: The 

retail trade Hia econotoie asmces Types 
of retail organt'ations Itinerant retailers 
Small scale fixed 'bops Large seale fixed 
shops Departmental store circumstances 
helping their growth Its organuation Its 
advantages and disadvantages Ilcltiple 



( Till ) 


CHAflEK PAGFs 

shop Its organisation Its ndvantages md 
disadvantages Mail order business Co 
operative Kri~i“tie Mercantile agents 
Classification »f mcrcintile agents Factor 

Broker Conimi ir i agent Underwriter 
^ Bel creden igent Forwarling agent 

Auctioneer - . 

I\ POHEION II ADF(t\i »|£ll\OAlMtOI IISG) 44^ 
Importance of f ireign trade DifBciiItiee 
of foreign trade India s foreign tr da nnd 
us main ch iracterMies Principal artiiles 
(if import-, and exports. Exporting Enquiries 
and quotatiim-' Puce quotation.. Forms 
of payment Indrnt Dealing with the 
Older Forwanlinggdods Custom- permit 
Shipping tbi good Insurance Forwarding 
Hgent 8 hill Int wcing CemScate of origin 
Consular inxoice Securing pavment Letter 
of hTpothecati m Letter of advice to the 
importer Importing Indent business Ad 
Ties of ehipm*nt Clearing agent* Customs 
formalities Payment of «lock dues Bonded 
warehouse Custom* drawback Ceitifieate 
ot 8urve> Despatch of good», 
y 0RGAMsAlI0SA\D\VOKkI\OO> COMMLI' , . 
CIAL OFFICE C8 V 

Its chief functions Oorrespondenee 
Finance and aecounting Statistical work 
Planning work Recordiog and filing Secre- 
tarial work Office sc'^inraodation and lay 
out Departments Personnel of staff Other 
staff matters Office routine and control 
Labour saving office cguipnient Tapewnters 
Addres«ograph Ditdating machine Duphca 
ting maclfinc Mechanical envelope opener 
Envelope sealing macbme Clironostamp 
Adding machine Comptometer Intercom 
mumcation Private telephone i-v tern 
Pneumatic tubes or mechincal coiiv jor 



CnArrEr 

rantion and opmins of it*coants 


rApi . 




BusiiiP'i'i 

Fcrenee« Infonn&tion l>nrpau« Intelli 
gence department and the opinion book 
Collertion of aeeonnts Statement of ae- 
count® due dns«iScation of overdue nc 
counts rolloxr up letters Giving receipts 
Checkin’ and paying of accounts Jletbods 
of remitting monex Remittance book 
The receipt 

,Pl OXIls<50Ht NOrt", BILLS OF ESCriANGC 
\M) tHEQDts . 1 


Promi'sorx note® Definition Kinds of 
pr nnssorv notes The stampdatj:. Present 
nieiit for pirment DifFcpcnee bettreen a 
j romissorx note and an I 0 U Bills of 
eychsnge Definition Advantages of bills of 
evclunge. Kinds of bill® of eschsnge Ao 
cejtance Negotntion Holder Holder m 
due course Parable to bearer Parable to 
onler Endorsement Specimens of endorse 
nients ©■“Jireir Ltabihtr of the parties 
Pnment Presentment for nayment Dis 
honour of a bill of exchange Notice of 
di-hotioiir to ibe drawer Noting and 
protest Dratree in case of need ilatenal 
alterations, Hnndies Accommodation 
lull Diseoumng Stamp duty on bill® 
Cheques Definition Drawing of cheque® 
Order and bearer cheques Endorsements 
Crossing cheques Presentment fo- paj - 
iTient When cm a bank return a cheque 
unpaid * Banker’ll protoition 

I^SU^.A^CE , I95 

Definition of Insurance, Insurance and 
assurance Nature of insurance contracts 
Slarine insurauee. Its definition Proce- 
dure for insTimnee Kmds of policies 
Clauses in marine policies Re insurance 



( SI ) 


Chapiee Pages 

Doable msurauce Underwriters liability 
for lo3ae« kinds of los ej Particular 
average General overage \ork Antwerp 
rules Subrogation Assignment of policv 
Fire in«nrance Definihon Kinds of policies 
Tbe proposal and policy Imp r ant 
clauses of fire policy Claims Assign 
ment of fire policies Life insurance 
Definition Kinds of policies Procedure 
for effecting in^nrance The policy Pre 
miuina Loans on policies Surrender 
value A«signni'^nt of policy Accident 
insurance Kind* of accident polic es 
Workmen s compensation Motor vehiclts 
insarance Fidelitv Personal accident 
and sickness Ba<ic insurance principles 

Law OF COMRACIs 220 [ 

Coramuoieation, acceptance 'ind rovo 
cation of proposals ^mpetent parties 
Free consent of parties The same thing m 
the «ame sen«e Coercion Undue infiuence 
Mistake Lawful consideration or Lawful 
F».«ud Object Act or ab»tinence Return or 
equivalent Agreemerts expressly declired 
to be void Written or registered agr»e 
rnents Performaoce of contracts lime 
and plice for performance Di charge of 
acontrict Forms of breach and remedies 
Damages Agency Age ts authority and 
Its revocation Agents duty to the pnnci 
nal Liability of the principal Wlien 
can an agent sue and be sued per«oiialh 
j^^^^Contract when pnreipal is undisclosed 
XU Liw Elgclaj ing Sale of Good> 

Specific goo Is Future goods Contract 
of the sale Implied conditions and 
warranties Tran'ifer of property in 
goods SfUers n»k Transfer of title to 



ACH iN ER Y 
OF BUSINESS 

CHAPTER I 

THE GROWTH OF COMMERCE 

^'“■■-’’f^ncerstacd folly the ^ ^ett!o d3^ gd. M achmeit of 
Modeir t Jlas ioass and the r s gnificance in achieving bust 
ness_s access u is necessary to know »he gtowth of 
commerce and us present size loiem^i oral^commerce 
to day I S so va«c and <o vital in the life of nations that the 
student^f commerce caoROi atford to ignore the ranses ’ 
of Ata n*e A study of these caoses today ts all the more 
necessary because of tbe oete force^/^orn of the post 
war w orld which have threatened its futor^^ The recent 
ideal of the econotnic self sofficien^ cots at the root of 
the international trade 

But before diseusaing the nse of commerce it would 
be appropriate to explain the terms trade and commerce 
as a mistake is ofien made about their meaatag Trade 
means the exchange of commodities for money -and money 
for commodities i e , m a narrow sense the process of 
buy cgyand selling of goods/ rhjs^connotation eipfains 
tEe~Q5e'^f sucl^ phrases as home trade foreign trade 
coal trade or tea trade But this exchange of goods which 
tbe trader arranges between the producer on the one hand 
and the consumer on the other becomes difficult beyond 
a certain stage wiihoot *h,e u<;e/‘of other auxiliary serrjces 



2 


SffiTIIOOS & JfACHKERV OF HCsDfE*? 


like tfansport, banking and losorance Conmerce^/fhcre- 
fore embraces, in addition to tb^ national and international 
trade of a coontry, the ose of other 'enices ju«t stated 
Hence Commerce IS a Ctcte cociprebecsne term and has 
a mder significance than trade 

Commerce has become copies an^ developed .into 
astocndiog dimensions only recently. In the primitire 
society TTben wants were limited and each family was 
self sctTportingf commerce was practically unknown. Bnt 
gradually as the wants locreasedr^Se^ satisfaction by 
the limited sirill atailable to the family became di£cn^ 
To satisfy them, therefore, means bad to\be devised The 
rrodncta of the skill of a person or a family were escbanged 
for the prodccts of the shill of another* This led to the 
process of 8peeiali*atioQ and division of work (technically 
known as the division of labour) in a crude fonn,/ The 
State of isolation of families gave place to dependence and 
cons*qoeDt]y to the exchange of goods between them 
But as use of isocey medium wav unknown, goooswere 
exchanged for goods This came to be knovni as the 
srstem of barter In dee coarse, 'this system must have 
bees found difficult and tncooveeientyes it required the 
double eoiECidence of wants and possessions It means 
that beween two per«ons, what one haa to offer must be 
capahl^of satisfying the want of the other and what the 
other possesses most be capable of satisfying the want 
of the formefj/'Besides this there were many other defects 
ID the system of barter The use of money, therefore, 
was discovered at the meditno of exchange At diSerent 
stages of progress of the society it took different forms, 
such as beads, oxen, etc. They facilitated the exchange 
of goods greatly and mde possible the extension of 
•perialisatfott and division of laboor in production Increas- 
ing dependence enhanced opportnaities for human contract^ 



THE GRO^VTH OF COJliEERCE 


3 


end BTchange of thoughts With the resultant growth 
of knowledge and the economic de\elopment of the world, 
the mednim^o f excha nge too k th e form of metallic money 
and paper currency The use~oJ money medinm and 
the growth of the means which faciiiiate the exchange of 
goods, commerce in its modern form made its appearance 
Thus from a very humble beginaicg trade developed 
into national and inttioational commerce extending over 
the length and the breadth of the world 

Commerce, however, did not develop in the bygone 
centuries with the same swiftness as one is likely to be 
led to believe from the oudiodgKen above ltsprogfe«s 
frSm'cenlnry to century was rxtrcinely slow alike in the 
East and the We«c The notable development of 
European commerce dates back to the second half of the 
Middle Ages. In the east, howeier, India with her 
relatively advanced civilisation*' was successfol in building 
up trading connections with Babylon as far back as 
3000 B C. There is also evidence to show that there 
was a considerable consumption of Indian manufactures 
in Rome The muslins of Dacca were known to the 
Greeks under the_name ^f^Gangeiika- Notwithstanding 
these creditable records, it must be admitted that until 
the fifteenth century eveo India’s trade and commerce 
developed slowly and were limited la scope. 

T he diffi cuhies_tbat tendered the progress of com- 
merce slow were many and varied Prominent among 
them were the difficulties of tian«porl, ihe^geneial preju- 
dice against metcbanls, and traders, and the absence of 
stable and sound monetary systems. Even as late as the 
twelfth and the thirteenth centuries, it was found that the 
rMds were poor and few and no better than rough earthen 
tracks dangerous for wheeled traffic; there were no depend- 
able bridges and forests were not yet cleared Moreover 
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tra^e ^"as trade difncnlt b\ the eM«le* ^cfr _cf toU' and 
CO toms dot p« trade Te«triction^__afcd lavage irars The 
tntemationai trade rra* al-so eq aUy di<ncn?l becaose of »- 
the small and irnrerfecth constrocted \eseele p rao 
and freqnent ^ars Simdarlj^ loerchaiits and trader* 
•we re look ed daren ojwn bi ibe sa called respectable clashes 
There rs evidence to show that in Eorope ttll the Msdd e 
Apes the chujch and lh> feadal *T«tem were prejodiced 
apaiB't tbe-n In Ind a also a trader* profession wa* 
xerard'd as tc fenor to that of an acr cnltonet The 
mcaetaTT systemsal^ were In'aTad *iale -X nomber of 
ctjrrencies were lo use The r icfations acre not properly 
settled ■^Tamperjns wtth their cootesis ws« not crcorntnoa 
In the absence therefore ofwide1> aodceoerallj acceptable 
money t he ra n ee of t rading connection* wastery mach 
(e«tncted Besides these factors which placed io*sr 
iBonctable dificaltie* id the path of commerce, the 
Siackward condition of aimicnitore and mascfactsre mnst 
plso be held a* partly re«pons ble for its slow prowtb 

The modem era in commerce may \en well be 
presumed to hate started wi th the epoch m akirgEeDcraphi 
. cal_di5eovenes which hroopht the eocotnes of the world 
nearer to each other The d *co^er> of Amenca and a sea 
route to India In the fi'teenlb century opeced immense 
possib 1 ties of commerce. Ins patently known that the 
latter e\ent pave a fillip to India s trade with the Poriufmese 
the Dutch the English aod the French Thus although 
commerce began to grow from t he fift eenlbcentm-y-Onwafds 
the-^e\olutionaiT changes came ainlv la the last hcodred 
and fifty years The 'Industrial Revolution in England 
wbicfi started in the eighteenth ceo tniy introdnced changes 
in the economic structure of one countrv after anoiher 
and had been mamlj re«pQns»ble for the romance of modem 
commerce 
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The ipphcation of michinery in place of antiquated j 
tools in the productionof manufa tured Roods revolutionised 
industry A numlier of new indusuies sprung up The 
unit of production underwent a rlianRe and large scale 
production became the order of the day Competition 
in production tended to reduce prices lo the consumer 
The Inais of production alvj had to underRo a change 
Tofm erly eoods were prodnrcd to order iut-now ilie\_be(;an 
t o be m aniifaetutcd in anticipatioa of dem and The 
problem before the producer therefore, was to find markets 
for these e )0 Is wlierever possible To do that the wheels 
of commerce had to be quickened 

Vital changes were also taking place in agriculture 
Small holdings w ere being r eplaced by large ones The 
spread of scieniilie knowledge helped lo improve the 
technique of agnculiure More land was brought under 
cultivation Tfie yield fromja nd increased requiring 
extension of markers Ttns is true tnere of the West than 
ollheTast In the Pastern countries the changes have 
been rather slow. 

Transport and communications al«o have gone hand 
in hand with the progress in o'l er directions The con 
structiaaof toads imptovcti and wheeled ttaflic was speeded 
up Within and outside n country space was conquerred 
by the construction of railways steamsliips nnd now 
airs! ips I urther, the telephone, the telegraph and tlie 
vm^^ss helped conimunication of thoughts quickly, cheaply ' 
an d ea sijy 

Money_and_bankmg too have evolved in directions 
helpful lo commerce Sound banking systems and stable 
monetary connections have proved salutory to the growth 
of commerce Exchnnge of goods between countries 
speaking ditferent languages and using different curtencics 
has been made possible by the changes in the field of finance 
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The list of factors which have been respoosible for 
the revolutionary changes would be incomplete without the 
mention of improved education that rs imparted today to 
^en and women Their knowledge, infonnation, gra<p of 
things, 10 short their ability— has'^certainly improved 
Educational institutions and newspapers have fitted them 
well for commerce They have created a scientific outlook 
in them The growth of commerce has made the prob 
lem of business organisation even more difficult But 
the 'mproved ability of man >>as succeded in tackling it 
scientifically Finally the movement for free trade aimed 
at abolishing all restrictions on commerce It started in 
the eighteenth century as a result of the preachings of 
Adam Smith and spread from Eogland to many countries 
of Europe It held sway dunog the smeteentb century 
tbocgb Utterly it sufered defeat Its efeet on commerce, 
however, was unmistakable The luieroatioual trade 
lucreased by leaps and bounds 

All these factors have bees responsible for makiog 
commerce what it is today In a world of changiog 
economic conditious, ops and downs are bound to be 
common There ha>e been occasions when international 
commerce received setbacks Bnt sncb setbacks were 
temporary Otb^wise the progress of commerce has been 
unimpeded in the past 



CHAPTER II. 

TYPES OF COMMERCIAL ORGANISATIONS 

As trade began to grow lo complexity and extent, the 
persons engaged $o conducting it organised themselves 
into various types of business establishment Their aim 
IS maioly to supply goods and services demanded by 
consumers but their ability to fulfil this aim id its entirely 
varies according to the extent o( their otganisation and 
financial strength To classify them on this basis for 
(he purpose of study would be, apart from being anomalous, 
nearly difficult and loconveoieol The generally accepted 
etitenOQ, thetefore, is to cla«sify them according to owner 
ship into the following forms 
(«) The sole trader 
(i<) The partnership, and 
(lit) The joint stock company 
Sole Trader 

Zle^ni/ion —A sole trader IS a person who generally 
carries on business by faimself and on his own acconnt 
Normally he provides hts own capital, but if occasion 
demands it, he supplements it by loans from friends and 
relatives In guiding and supervising his business he 
depends on his own skill and ability, though limited 
Indisputably, therefore, the expansion of such a business 
IS limited by the extent of the available capital and the 
managerial ability. 

The legal position of a sole trader is very simple to 
understand Any person with an enterorisine spirit 
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restricted to tea if the fjim is engaged in banking business 
and to twenty in other case? Further, the liability of 
each partner is unlimited In the event of bankruolcy 
of a firm if its assets are not suffifcient to satisfy all the 
creditors tbe private estate of a partner will be used to 
make up the deficiency 

The Parlnerthifi Agreemenl ^The partnership agree 
ment which, as stated before, forms the basis of a 
firm, may be written or may be verbal , or it may be 
even implied by the conduct of the parties But to avoid 
disputes and legal proceedings regarding the exact wording 
later on, li is desirable, aod partners generally prefer, 
to enter into a written agreemeo* Id practice tt is 
advisable that the would be partners should engage the 
services of a legal expert to frame the Articles of Part* 
nershlp Some of the important points generally staled 
IB such an agreemeot ate (I) The oame of the firm ot 
designation under which it wdl conduct business , (2} the 
nature of the business , (3) how Jong the partnership 
IS to last and tbe method of dissolving it , (4) the amount 
of capital each partner must contribute, <S) interest on 
capital and allowances tube paid to individual partners, 
(6) the distribution of profits and losses , {7) procedure 

iQ tbe event of tbe death of a paitaer or dissolution etc , 
8) How to settle mallets to dispute, (9) keeping of proper 
books of accounts and the making up of an annual balance 
sheet , UO restrictions on a retiring partner from setting 
up a competitive busiuess, etc 

Different Types of Parmership —The different types 
of partnership are decided according to the position of 
the members with regard to tfaeir liability towards the 
debts of the firm If the liability of all the members 
IS unlimited, it is known as a general partnership If. 
however tbe liability of one or more members is limited 
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to the capital contnbated by them, and of others anlimited. 
It 1= known as a limi^ jmtnership Bat a limited 
partnership cannot cjme into existence nnless there are 
one or more general paitnets who shall be liable for 
all debts and obligations of the firm Limited partnership 
has come into ^ogne in western countries only recently 
and IS meant to dhcihiate the entry of snch partners 
who can contiibute to the capital of a firm bat do not 
want to bear the unlimited risk« incidental to it 

Wi’hin a partnership the positions of partners may 
vary according to the degree of their interest in its 
management A partner may be (nl a^ive or ordinary 
t e , one who takes an active and open p^rt in the 
managemeol of the enterprise, fh) sleeping, dormant or 
silent, I e, one who contribn’es capitaTand shares profits 
bnt does not take an active part mcondoc log the business, 
(c) p otni nal, > «, one who neither contributes capital nor 
shares profits, but lends bis name lo the appellation of 
the firm One who holds himself out or represents as 
being a partner, without actoaily being so, also stands 
on the same footing He is liable to creditors like other 
partners 

Rights and Duties of partners — The rights and dnties 
of partners infer se have been governed by the rn]e« 
laid down in the Indian Partnership Act unless there 
IS a provision to the contrary in the partnership deed 
The following are the rales tl) all 'he partners are 
entitled to share eqoally in the profits earned and are 
also liable to contribute equally to make np the losses 
suffered by the firm ; f2) the firm shall indemnify a partner 
in respect of payments made and liabilities incurred by 
him m the ordinary and proper conduct of the business ; 
(3) 3 partner shall indemnify the firm for any loss caused 
to It by wilful neglect in the condnct of the business of the 
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firm , 14 I the property of the firm sliall be held exclusively 
for the purpose of the business (5) if a pnrtner derives any 
profit for himself from any transaction of the firm or from 
the use of the property or bus ness connection of the firm, 
or the firm s mme he shall account for that profit and pay 
It to the firm (6) if a partner carries on any business 
of the same natuie as and competing with that of the 
firm he sImII account for and pay to the firm all profits 
made I y him in that business , (7) every partner 15 entitled 
to take part in the management of the business , (8) any 
difference arismtr as to ordinar> matters connected with 
partnership business mav be decided by a majority of 
the partner* but no change be made in the nature of 
the partnership business without the consent of all the 
existing partners (91 everv r<*rtner has a ri^ht to access 
10 inspect and copy anv of the books of the firm (10) a 
partner ts not eniiited to receive remuneration for taltiog 
part in the conduct of the business , (11) where a partner 
is entitled to interest on caoiiat subscribed by him, such 
interest shall b* payable only out of profits (12) where 
a ch inae occurs in the constiiuuon of the firm, the 
mutual rights and duiie< of the partner in the reconstituted 
firm remain the same as they were immediately before 
the change (13) where a firm constituted for a fixed term 
continues to carry on business after the expiry of the 
term ihe mutual rights and duties of the partners remain 
the same as they were before the expirv , (!♦) where 
a firm constiiuted to carry out one or more adventures 
carries out other adventures, Ihc mutual rights and duties 
of the paitners in respect of (he other adventures will 
be the same as those m respect of the original adventures . 
(15) no person shall be introduced as a parloei into a firm 
without the consent of all (he exisiirg partners 
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Dissolulton oj Partnershtp — \ partuer«hip ma> be 
dissohed by tbe partner^ according to the terms of the 
partnership deed at any time bv the commoD consent 
of all the partners The Indiar: Pariner«h p Act provides 
rnle« for the dissolution c< firms to other circumstances 
gnen below A parineiship »» di*<o!%ed — 

(a) by the adjudicalion of all tie partners or of 
all the partners bn* one as insoKent or bv 
the happeziiDg of an esent irbicb makes it 
unlawful for be busiress to be earned on 
(fil by the expuation of the term if constituted lor 
a dePniie term 

(c^ if entered into for a single adtemure or under 
taking by the lerminalioo ol that adventure 
or undertaking , 

Id) b) the death of a partner 

lei by the adiudicaiioo of a pariner as an insoheot, 
(/) if the partnership IS at will, b> any partner giMug 
notice for dissolution . 

(g) through court bv a suit brought bv a partner 
for dicsolotioo on (be ground of^ lunacy or 
permanent incapacity of a partner, or m'^conduct 
or breach of agreement and destruction of mental 
confidence, or any other just and equitable 
ground 

Its VtiUty — Paitoersbip as a form of organisation 
IS verv useful to a business man when he finds it difficult 
to cope with his undertaking sicgle handed after a certain 
stage becau'^e of the limited •kill and capital which are 
at his di«posal He therefore brings together men with 
varied abilities having «ome capital into a partnership 
The partnership consiilutioo po'«e«es a certain amount 
of elasticity which not onlv permits a joint venture 
by men of di7erent temperament® but if conditions change 



14 


METHODS & MACHINERY OF BUSINESS 


the very objects and the nature of the business can be 
adjusted to changed conditions A« the partners are 
liable for the debts of the firm jointly and severally, it 
stands better chances in securing credit than a single 
individual In the management of business also, because 
the liability is unlimited, every partner gives, or tries 
to give bis best attention lest he should suffer losses 
Thus this form of organisation is very common in commer* 
cial establishments and small manufacturing concerns It 
is generally found in large numbers in retail trade 
joint Stock Company 

Defittilion — A joint stock company is an association 
of persons united for a commoo object In India any 
Bssociatioo consistiDg of more than ten persons formed for 
the object of doing banking business or consisting of more 
than twenty persons doing any other business must be 
registeredas acompaay under the Indian Companies Act 
The liability of the members of such a company is usually 
limited Such a company is an ariilicial person created 
by law, having a common seal and a perpetual succession* 
The company, therefore, is not dissolved by the transfer 
of shares, of a member, called shareholder, or even by 
his death. It can enter into contracts on its own behalf, 
deal with its property, and sue and be sutd m its own name. 

Thetr Dxffertnt Classes— Under the Indian Com- 
panies Act, companies may be registered as (a) private or, 
(b) public companies 

A private company t$ one — 

(1) which consists of at least two members but whose 
membership does not exceed fifty , 

(2) which restricts the right to transfer its shares ; 

(3) Which does not invite the public to sub«cnbe for 

Its shares 



TYPES OF COMltERClAL DRO^KISATION’S JS 


A publtc company — The Aci does not define what 
IS a public company It merely states that a company 
which ts not a private company la a publtc company. 
From this, however, it may be concluded that in a public 
company the number of members may be more than 50 • 
tbeie may not he any reaincltona oo the transfer of st'ares, 
and It IS not prohibited from invitmi; the public to subs- 
cribe to Us shares or debentures A public company must 
have at least three directors end at least seven members. 
Further, there are three kinds of public companies that 
can be registered under the Act — 

(a) Company Limited by Shares— \n this kind of 
company the liability of shareholders is limited 
to the amount of the shares Consequently tl 
is a very popular form of organisaiion. 
fi) Company Limited by C«r(7«/fe — Tbe liability 
of tbe members to this case is limited to such 
amount as they may agree to contribute to tbe 
assets of the company to tbe event of its being 
wound up. Such companies are few m number 
and are generally found in non-tradmg con- 
cerns* 

(c) Unlimited Company — In such a company each 
member undertakes personal and unlimited 
liability for all the liability incurred by tbe 
company in the course of its business. There 
are now very few companies of this type 
Mode oj forming a company — A joint stock company 
may be started for undertaking a new business or for 
acquiring an existing one* Before it can commence 
business, it must be registered Tbe procedure followed 
in registering a company noder the Indian Companies Act 
Is as follows • The doenments mentioned below shall be 
prepared and filed with the Registrar of Joint Slock 
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Companies of the Province where ihe company s office will 
be situated — 

<I) The Memorandum of Association duly stamped 
\2) The articles of Association properly stamped, 
if they have been formnfated 
(3) A li‘t of directors who have consented to act 
in ihit capacity 

(4 \ statement coniaming Ihe written conserit of 

each director to act as such 
13) A siatemeni regarding the situation of the 
registered office of the company 
(6) A declaration by an advocate atioroey or 
pleader or director manager or secretary of 
the company to ihe elTect that the require 
mtnts of the Act have been complied with 
\\ hen these documents are duly filed with the 
Registrar and the prescribed fee is paid he issues a 
certificate of locorporalion ffereafrer the company is 
regarded as registered and as a body corporate boon 
after the certificate of incorporation is issued a private 
company cao commence business A public compAay, 
however has to satisfy further the following conditions 
before It can do so 

(a) Filing with the Registrar a copy of the Pros 
pectus or a blaiement id lieu of Prospectus 

(b) The allotment of shares to ao amount equal 
to cr more than the mioimum subscription 
amount 

(c> The payment bv every director on the shares 
purchased or contracted to be purchased 
equal to the proportion payable on application 
and allotment of the shares oifered for public 
subscription 
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(ti) A duly verified declaration by the secretarv or 
one of the directors to the effect that the 
above conditions have been fulfilled 
The company can now commence business when the 
Registrar issues the necessary ccriificate 

While discussing the registration of companies mention 
has been made of phrases like the Memomndum of 
Association, Articles of Association and Prospectus It 
IS, therefore necessary to explain them m brief 

Memorandum of AssoctattOH — h is rhe main docu 
ment of the company It is by the registration of this 
document that a company ts incorporated It must contain 
the name of the company, with the word limited as the 
last word in Us name the Province in which us registered 
office IS to be situated its objects, the liability of its 
members, the amount of the share capital with which it 
proposes to be registered and the division thereof 

Aritdes of AssocKtliort— These are the rules and 
regulations governing the internal management of the 
company in all us details The company may frame its 
own rules or it may adopt the sets of rules given in the 
Act 

Prospectus —It is an invitation offering to the public ■ 
for subscription shares or debentures of a company It 
must disclose information bearing on a number of points 
as stated in the Act. so that a purchaser purchases shares 
with the full knowledge of the status of the company 

Capital and Shares —UnUkc the sole trader or 
partnership the maximum capital of a company is fixed 
by Us Memorandum It ts divided into the following 
ofitegories 

ta) Nominal or Authortsed —It is the amount*^ 
beyond which a company is not authorised 
to issue i*s share capital 
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(b) Jssuerf— It IS that parr of the anihonsed 
capital which is cssaed to (he public for 
subscription 

(cl Subscribed — It is that portion of ths issued 
capital which is snb'Cribed to or purchased 
fay the public 

(dl Paid up — When the capital of a company is 
subscribed to by the public, geueratl} it does 
not ci*ll up the whole of the amount forthwith 
It collects It in the form of calls at inters'als 
Paid up capital, therefore, is that portion of 
the ealled'Up capita] which has been actually 
receded b> the company m cash from the 
shareholders 

Shafts -*A company issues ii* capital in the form 
of shares They are broadly divided into three classes 
accordioff to the tights attached to them 

(b) Prefertnce Shares —The holdeis of these 

shares get a priority of dividends at a fixed 
rate They may be also given priority in the 
retaro of capital if the comp^iny is wound up. 
If the preference shares are cumulative, the 
holder IS entitled to get the arrears of dividend 
ID the past years from the profits of subse- 
queut years In the case of non cumulative 
preference shares the holder does not get any 
such right 

(6) Ordinary Shares —After the preference shares 
have been paid, these shares acquire a right 
to the surplus profits of the company* As 
the amount of such surplus is varying, the 
. rate is not constant 

(c) Deferred ef Founder s Sharesj~These shares 

are usually granted to persons who have 
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taken ^brt?f!d 5 Atia)i^t the company 
They are sbares Vmcn are deferred as regards 
payment They are therefore emitted to 
profile only after other shareholders have 
been paid at a fixed rate p*r cent 
llanagemeftt 0/ a Company — The onmber of share 
holders in a lOmt stock company is generally «o Urge 
that eveiy one cannot take part in its management from 
day to daj Usaally therefore, they eelect a few persons 
from among themselves to do this rrork These selected 
persons are known as Directors All of them rogethet 
constttnte what is known as the Board of Directors 
A pnblic company mast have at least three Directors 
On private companies hor-ever, there is 00 «uch 
restriction 

The Board of Directors generally meets periodically 
It deals with imoortaot matters and Uys down a policy 
To carry out this policy 10 (be dav to day wotkicg 
they appoint one ctembet of the Board as the blanagisg 
Director 

In India, however, there »s a practice to leave the 
active management in the hands of a specialised firm 
known as the Managigg-Ageals^ Bnt even then manase 
ment is *nb5cct to the control and directions of the 
Director 

The shareholders who are the ultimate owners of a 
company meet periodically to review its progress After 
a company IS entnied to commerce business, a meeting of 
the shareholders most be held within six months and 
after one month of the ccmmencemeot orbasinc^s It is 
known as the Statntary Meeting Thereafter every ye^r 
an Ordinary General Meeting ninstbe called If however 
any matter of urgency arises which requires the sanction 
of the shareholders an Extraordinary Generel Meeting 
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may be called Thus ibrouRb these meeimfi's they control 
the mauat^ement of a company 

Wirtdmg “A company cannot be made insolvent 
If for ore reason or the other the hfe of a company is to 
be brought to a close it can be done by the process 
known as ‘winding up’ or ‘liquidation There are three 
ways in which a company is wound up 

la) Voluntary Wttidtng up —In this case the 
winding up process starts after a resolution 
to that effect is passed by ibe shareholders in 
a aenerat body 

(6) CofM/iuIsofy WmHtttfiUp by the Court -^TYie 
court starts compulsory liquidation, Inter aha 
on tbe presentation of a petition for winding 
up by the company or us cieditor or a 
member, or by all or any of them 
10 ^ Wtndtng up under the supervtiton o/ the 
Court —This process is resorted to when the 
shareholders or the creditors apply for 
supervision order by the court when the com- 
pany has gone into voluntary liquidation 
Its Ultltly ~7iie joiot stock company form of orga 
nisatioR 19 rnore useful than partnership or oneman 
business where the UBderlakiog is such that it requires 
a very large capita), eapert hoowledge and capacity to 
stand great risks As tbe liability id such companie; 

IS limited, both rich and poor can invest their savings 
without fear Further, (he changes lu membership by 
transfers of shares do nos affect the life of the company 
It has, therefore, more stability and continuity than a 
partnership This form organisation, therefore is very 
well suited for ucdertakiug large scale enterprise and even 
risky propositions 
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THE ORGANISATIO'I OF TRADE 

Different Classes of Trade — All prodncti^e activity 
in moifJra sac ety is primarily d rected towards prodaction 
of goods and s^rv ic“S which •satisfy the vanoas wants of 
the people On one side therefore, are prodncerswho 
prodtjce goods and on the other, the consna'crs who satisfy 
their wants with them Trade, therefore, consists m 
the actnal exchange of goods between the producer and 
the consumer throngb some agency In this sense trade 
IS divided into di^ereot classes as shown below — 

Trade 

! 

i I 

Home Foreign 


\\holesale Retail Import Espett 
Before proceeding fnnher it is cece«sar7 to explain 
the above mentioned terms 

(a) Home trade —This term refers to the buying 
and selling of goods for delivery within the 
bonndaries of a pariicniar country 
Ibf Foreign Trade —It means th* exchange of 
goods between two d fferent nations 
(c) Wholesale Trade — ^Thts refers to that portion 
of trade m which goods are bought or sold 
in large quantities 

Id) Retail Trade — When goods which are bought 
wholesale are sold in small quantities or even 
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IQ Single articles to the public, the liansac 
tions are known as retail trade 
{<) Import Tradt —It is that portion of the foreign 
trade which helps to bring goods produced 
ih foreign conntnes loto home country 
(f) Export Trade —It consists of the supply of 
home goods for consumption in foreign 
. countries 

'^ ^rganigafioH of the Home Tra de — The internal 
(ra^ ot a country, though it varies with the site of the 
country and its population, is generally large and extensive 
A verj keen competition prevails among the traders 
Ttiey, therefore, mu«t have a fairly good knowledge of the 
commodities in which they deal and ol the needs of the 
consumers 

Though It may soond paradoxical, home trade may 
be said to be simple and yet complex It is simple because 
in many cases it gives opportooities to the producer to 
sell direct to the consumer But as the country develops 
such transactioos grow fewer and fewer It is complex 
because in modern times the golf between the producer 
and the consumer is bridged by the intervention of a 
number of agencies A knowledge of these agencies 
which have become indispensable is necessary 

In Its modern aspects the home trade organisation 
consists of three divisions 
(«1 Collecting 
(6) intermediary 
(c) pistributi ng. 

The collecting trade is composed of business houses 
and traders whose function is to place a variety of goods 
on the home market m a nsable form They are mainly 
Adhatyas and commission agents 
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The intcrmediafy trade consisis of those merchants 
and establishments which lake over the poods from the 
first class and usually store them for facilitalinR purchase 
by the third class This clast, therefore, consists of 
wholesale trading bouses and warehousing Merchants 

in this class liu^ in bulk and sell m 

small quantities 

The work of the disinbuiinp trade is to ensure a 
constant supply of poods to individual consumers The 
rnnue of such business is very liree in as much as it 
includes establishments from a smiU shop to (he Depart- 
mental hlores and Multiple Shops 
Markets 

Aftaning of iht Itrm Market.— The term Market’ has 
been interpreted in many ways. In common parlance, ‘a 
market includes any place where persons assemble (or the 
sale of, or for the purpo<e of eaposing for sate, articles 
intended for satisfying human wants what.so>ever, with or 
without (he consent of the owner of such a place'* Coosi* 
dered in this sente a market would include, besides organised 
markets, even weekly baraars and the buying and selling at 
street ends. The term ‘Market’ »n economics however, has 
a wider meaning. According to it the essential idea of a 
market is not so much the existence of some particular 
place, as (be presence of effective competition. It there* 
(ore, means that the buyers and sellers should be in such 
free intimate contact that the price of the commodity 
in question tends to be uniform throughout the extent 
of the market. In this sense *a market will mean the 
wIiol» of any region fn which the buyers and sellers are 
m such free intefcouri>e with one another that the prices 
of the same goods (end to equality easily and quickly* 
Now a days, therefore, markets for certain commodities 
are world wide. 
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Cla^stfication 0/ Markets —Markets may be classi 
fied as {a) Commodi t y— M arkets » e those which are 
concerned with the buying and selling ol commodities 
like cotton wheat, wool, jnte, etc or semi manufactured 
and manufactured goods like yarn, jute goods, etc (b) the 
wholesale markets t e , those which supply goods from 
the producer to the retailer {e) t he retail m ar kets t e 
those which link the wholesaler and the consumer (d) the 
ancillary markets are those which facilitate the conduct 
of business on the commodity markets They are the 
Capital Market, the Money marfcet, and the Foreign 
Exchange market The first supplies, the savings of the 
people of traders and manufacturers generally for a long 
term the second wh ch is strictly a part of the first mosljy 
deals in short term loans the third one is concerued with 
the buying and selling of international currencies and is a 
necessary institution for foreign trade 

Condtlion 0/ a perject market degree of 

perfectness which a market can reach depends on the 
prevalence of the following conditions — 

(a) Free Campeiilton —In a market free competi 

tion prevails wheu all the sellers and buyers 
act slowly m the r interests without any 
hindrances from outside As a result of it 
at a certain point of time the rul ng price 
of a commodity will tend to be uniform 

(b) Easy means 0/ Commumcalton ant Effective 

Transport — The sellers and buyers in a 
market must be m instant co nmunicatioo 
With each other though (hey may be separated 
by long distances This means that the 
systems of the telegraph, the telephone and 
the wireless must be available for quick 
transmission of information Similarly, the 
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transport s\stem must be such that goods 
can be transported from place to place quickl) , 
safeb sod economically It helps to establish 
equilibrium between the suppK of and demand 
for a commoditj 

(c) Wide extent —The wider the extent of market 
the less is the economic resistance to the 
admstmen* of the price of a commodn> to 
changes ID IIS supply and demand \\hether 
or not a commodit> enjoys a wide market 
depends on the following factors (1) exien 
si\e demand. (2) portability of the commoditj 
(3) saitabibi) for grading, sampling and exact 
description (4) durability of the commodity, 
and (51 exlensne snpply 

Virrie/iMg Functtons — Markets really supply the 
means by which trade can fnnccon They hting together 
persons for the purpose of buying and selhog It is through 
them that commodities produced at a number of centers 
are concentrated in places of xaniage and then distributed 
through %‘arioas channels to final consumers Concentra 
tiou and distribution of goods, therefore, are two processes 
of great importance which constitate marketing. The 
success of the modern economic structure largely depends 
on the efficient functioning of these two processes in as 
much as the institutions engaged in prcxlnction, particular!; 
maonfacturing industries are producing gooda rapidly and 
in bulk. To help these processes work successfully there 
are a number of functions which are closely related to 
marketing 

111 Assemfifing — When there are numerous centres 
of production, as ID agncullure, this function 
assumes impoit>*oce In manufacturing also 
this function may be seen to be reported to 
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when a parhcnlar article is produced m a 
Imfie variety aod tbe dealer assembles all 
of them together to give choice of selection 
to his customers Tbe mam object of this 
{auction IS 10 secure the economies of band- 
ling goods 

(2) Grading and Standardtttng — Grading means 
assorting commod ties into groups according 
to s'zer colour, smell and quality Once grades 
bate been fixed, trying to produce them over 
long periods of time is known as standardising 
The*e functions are particularly of great 
importance lo markeiing agricultural commo 
dities produced in a great variety. Grading 
aod standardising are also very useful lo trad 
mg operaiioBS The buyer when be boys 
goods bt grades koows wbat be is buying 
and whether the pnce that he pays is normal 
To tbe seller al«o they are useful from the 
poict of securing bim a fair price for bis 
goods Grading aod standardising immensely 
belp future transactions in which tbe delivery 
of the goods IS to be given at come future 
date and the buyer generally gets no oppor 
tuniiy of seeing the commodity at tbe time of 
purchasing 

13) Packing —This isassociated more with manu- 
facturing than with marketing However, in 
wholesale business the trader generally repacks 
articles in smaller quanlilies for tbe benefit 
of the retailers 

(4) Processing — It means treating materials in such 
a way as to make them readyfor consumption 
In this sense processing is really connected 
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with maDufacturjDg Id xnarkeimg however. 
It IS resorted to casually, e g th^ blending 
of tea of two or more kinds into a mixture 
(6) Market lieiearch —Now a days no trader can 
hope to succeed without studying markets He 
must know the requirements of his customers 
regarding goods from the point of quihly, 
design fashion and price The object of 
market research, therefore, is tosipply the 
trader with the necessarv in/ormation 
(6) SaUsmanihtp —Briefly stated, it is the art of 
selling goods Salesmanship therefore helps 
to widen the market 

(71 Adverlistng — It is the art of making known the 
goods Advertising may be done through 
newspapers, magazines street poster* hand* 
bills catalogues etc Like salesmanship 
advertisement helps to widen the market for 
a commodity The dilTerence between sales 
manship and advertising 18 that the first aims 
It appeal to an individual customer, while the 
second one devises its measures to groups 

(8) Transport —The utility of transport in carrying 
on irade lies in this that it supplies the means 
by which goods can be conveyed from the 
place of production to the place of consumption 
In modern times when goods are produced 
on a large scale by specialised agencies and 
may have to be distributed m distant areas, 
transport is really tbe life blood of efiicient 
marketing 

(91 Storage —Now a days goods are produced m 
anticipation of demand. Necessarily, there 
fore, some time passes before goods are finally 



23 


METHODS * M4.CHIsrRV Of BUSIN’ESS 


purchased by the con umers Further, in 
these days there is a tendency on the part of 
the consumer to bm m just sufficient quanti 
ties The trader, therefore, is required to 
store eoods antil they are pun hased Storage 
facilitie' therefore also form t pari of the 
marketing service. 

(10) Finance — -\s slated above there is a time lag 
belneen production of goods and their final 
purchase During this penod, therefore 
traders require credit This is supplied, among 
many other aeencies. by commercial banks 
6oa> cinc houses and shroffs Without this 
sen jce marketing tvould f ecome difficult 
UH Insurance — The meaning of insurance is to 
provide againsi risks Generally goods are 
open lo many risks They may be destroyed 
by fire or stolen or damaged by rains A 
trader, therefore, tries to shield hi i self from 
these tosses by losuring his goods nith 
insurance companies svhich make it their 
business to shoulder such risk's Insunog 
goods against risks, therefore, also forms a 
marketing faoction 

The Wholesale Trade 

In the modern productive system, as Stated before 
goods are produced in balk and lo anticipation of demand 
The various establishments engaged in such prodnction 
generally specialise in sQioe one Or more articles and 
concentrate their skill in maoafaciunng them at cheap 
cost To achieve the last mentioned object, they establish 
their plant at a place of vantage where they hope to 
secure economy in buying raw materials, labour services, 
power etc Thi> is known as localisation of industry 
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Thus wiih these charactenstics of troJern ladasfo a 
manafactorer cannot hope to reach each and c\ery corsn 
mer con\eniently Hence a aumberof middlemea toler 
\ene belvfeen the prodocer and the consum't. The> 
are mainb the wholesalers and the retailers 

The wholesale trader therefore, is a tn’ddletnan who 
buys ID larpe quantities from the oianufacturer and sells 
in smaller quantities to the retailers He n®nally restricts 
hts trading; attmiies to a<mall number of articles more 
or Ipss intewelated to each other Thus he is snpposed 
to be an expert in the cla«i ol KOQd« in which he deals 

Hta Funcliotts ik rtlaitott lo the SJanuficitirer -- 
The wholesale trader performs a camber of luncliocs 
which ate useful to the maonCactureT The former collects 
small orders from the retailers and passes ihem on to the 
latter m bu'k On one hand, the manuiacicrer is sased 
the trouble of execuiios <maU orders and on the other he 
IS spared all his eaergies to concentrate on largeecale manu 
factnre and tbos secure the economies of mass prodnction 
Similarly ibe wholesaler «c«ri« out orders into oulhs 
according to ihe variety of goods. He then places them 
with manufucfurers who are specialised in their prodnction 
Thus It hel;« the manofactuier to specialise in certain 
types of goods Further, the wholesaler comes to know 
of the tastes of consumer* for diBeient goods He then 
conveys them to the mauttfrcturer who prcduces goods 
accordingly The whole«aler performs an even more 
important function than these. As he generally stocks 
good* in sufficiently large quantities, the mannfactnter is 
relieved of this work Thus the manofacturer cither 
works with a smaller capital or invests the capital which 
would have been otherwise locKed upin stocks, la further 
prcduciicc 
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Ifts FnncttoftB til relatton to the Retailer —A retailer 
IS Renerally s small trader with limited means He, 
therefore, keeps a limited stock of goods but if trade is 
brisk he renews it quicklv Thus a ready supply of goods 
IS required by him at a short notice which the wholesaler 
vs in a position to do because of his large stocks With 
this facility the retailer can run his business by the small 
capital which he possesses Similarly the wholesaler 
provides hirn with many vanti^s of goods tn a particular 
class which he is expected to keep for the choice of his 
customers Further the wholesaler keeps him informed 
of the new types of goods that the manufacturer attempts 
to produce Finally, the retailer is benefited in one more 
direction and that ts that the wholesaler usually gives him 
credit for varying periods and extent according to the 
needs of his business and his standing 

Direct Safes hy Nariu/actufers —In recent times a 
tendency has been noticed amongst manuf cturers to 
eliminate the services of the wholesale trade and resort 
to direct selliog to either retailer* or consumers or both 
This seems to be due to the increasing competition among 
manufacturers and their desires to retain the profit of the 
wholesalers for themselves In direct selling the methods 
usually adopted are boose to house canvassing through 
canvassers and agents, mail order business or establish 
ment of chain stores controlled by departments 

Organisation of Wholesale 0Ksiftess —The business 
of a wholesale trading house is divided into a number of 
d'-partmeots which can be grouped into two divisions 
Administrative and Executive The administrative side 
controls finance and accounts, correspondence filing and 
general administration From among these functions the 
management of finance m particular is vc y important in 
as much as the «uccess of the business v/ilt depend on it 
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furnilure, etc They are therefore, 
situated in busy shopping centres 
^Large Scale Fixed Shops—The size of the reta I 
Hradmg establishments has tended towards expansion in 
recent years as is evidenced by the growth of departmental 
stores, multiple shops and the like They derive many 
advantages from thetr large scale organisation Firstly, 
as the capital at the disposal of these establishments 
IS large, they benefit by the economies of bulk buying 
Secondly, they are m a position to use modern means of 
sales expansion, e g . advertising. Thirdly, because of their 
large means, they can give facilities to their customers 
m the form of home delivery of goods, booking orders on 
telephone, providing writing rooms, etc These and other 
advantages general to large scale organiiattons are bring- 
ing large scale retail units to the fore front 

/Departmental Store^A departmental store is a large 
sc^e retail establishment having in the same building 
''l(nd under one proprietorship a number of departments 
each one of which confines its activities to One kind of 
trade and forms a complete unit in itself e g , the furniture 
department, grocery deparimcot. drapery department, etc 
A departmental Store, thercfoie, really consists of a 
number of 'hops under one roof 

Circnmslances Helping Thetr Growth —The growth 
of the departmental stores in Hie last century was aided 
by a number of circumstances It is known to all that 
the extension of an enterprise is limited by the size of 
.-th^ market Thus there is generally a limit to the sale 
of goods of a particular class in a certain locality If a 
trader, therefore, wants to expand his business, he will 
have to take on other classes of goods for selling One 
of the reasons therefore, leading to the establishment of 
departmental stores was this Similarly the originators 
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of ibe new idea had in mind a desire to cater to the needs 
of the better classes of customers by eivint; all sons of 
facilities including the facility of making it possible for 
them to satisfy all their wants in one place Although 
the above circumstances were responsible for the origin 
of the idea, its realisation would have become dilTicult 
without the presence of a large retail market Foriunaiely 
in the last century this latter difhciiUy was removed by 
the growth of towns m sue, the development of transport 
facilities, and the means of sctentific advettisiog 

Its Orgaitisaltcn- The orcanisation of the depart 
-mental stores differs accordiBR to the type of business and 
Its size It is, however, generally organised as a limited 
company. The management and nltimaie control are vested 
in a Hoard of Directors. The day to day managemest 
and supervison are entrusted to a Managing Director who 
then delegates the details of management to what are 
known as sectionat Managers to charge of different dtvi 
sinos of the store* 

The interaal organization of the departmental store 
IS divided iato/7ve sections-Merchandising, Staff Manage- 
ment, Maintenance and Service. Advertising, and 
Accounting and Finance The merchandising section 
looks after buying and selling of goods m this section 
there are nearly 100 to ZOOdepartments selling a variety 
of goods. Great skill IS required in the management of 
these departments as the profits of the concern depend 
upon them The staff section looks after the management 
of the employees of the store. Such a section is necessary 
because the departmental store engages a very large staff 
and to keep them fufly occupied, to look after their welfare 
and conditions of work means a good deal of work The 
maintenance and service section is entrnsted with the 
care of the properly of the store and the services to be 
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neither the possession of goods nor has a right to sell them 
in his own name Ordinarily a broker cannot receive 
payment and given valid discharge to the buyer of the 
goods Further, a broker cannot sue the buyer in his own 
name nor can ihe buyer siie the broker personally As 
regards Ihe lien on goods sold through him, the broker 
ordinarily has no such hen When a contract is completed 
the broker sends the terms of the contract in the form of 
a sold note to the seller and a bought note to the buyer 
Brokers also now a days are specialised according to 
the type of work they undertake There are (<»1 produce 
brokers who specialise in selling goods like tea, coffee, 
wheat, cotton, etc , stock and share brokers who 
specialise in the purchase and sale of government securities 
and shares of joint stock companies, (e) ittsurattee brokers 
who effect insurance of cargo or ships on behalf of their 
owners and (dl shipping brokers who undertake to 
transact all matters connected with shipping on behalf of 
the principal 

CowmissioH Agent —A commission Agent is a person 
who i8 employed to do a certain act in return for a 
commission When he is employed to sell or purchase 
goods on behalf of the principal, he must do so on the 
best possible terms There are a number of commission 
agents to he found working in India’s foreign trade 

Underwriters — The underwriters are persons who, 
in consideration of a commission, agree with a company 
that if all or a particular quantity of shares are not 
purchased by the public, then the underwriters vrould 
purchase the unsold shares as agreed upon These under 
writers are appointed by company promoters to make sure 
the receipt of a deffnite amount of capital if the shares are 
under subscribed by the public 
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Del Credere Ageui —He is an agent employed to sell 
goods In return for a higher commission he guarantees 
the payment of the price of the goods sold to a third party 
Forwardtng Agent He is a person who undertakes 
to collect and deliver goods on behalf of others His 
services are found useful in the home as well as the 
foreign trade of a country In the import trade, for 
example, when the goods arrive from a foreign country 
he takes delivery of the goods examines the quality and 
quantity, and makes the necessary arrangements for their 
despatch to the place of destination He performs similar 
services tn the export of goods from a country As an 
established forwarding agent begets reduced rates from 
transport companies and therefor* he is in a position to 
convey goods cheaper than the trader himself can hope to do 
Auctioneer —An auctioneer is an agent who is 
engaged to sell property publicly by calling on the public 
to bid for It A sale by auction becomes complete upon 
the fall of the hammer or id any other customary manner 
>f it IS m vogue An auctioneer receives a commission 
for his work Further he has a lies on the goods for his 
commission 

Warehouit Keeper —A Warehouse keeper is a person 
who receive-) goods in a warehuse for being stored As 
long as the goods are in his custody he is supposed to 
exercise reasonable care for their safety In return for 
this work he receives a commission and has hen on the 
goods until It IS paid 

The above description of the work of the mercantile 
agents shows that they fill m a very important place m 
modern commerce Then expert knowledge makes the 
cost of their services very low They help the traders 
to carry on their operations on a large scale and assure 
them of a continuity of business 
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eJTW'ler before exportiB? POod' shoaJd t'loroaghly inves 
tipate the followirs points aboct a fo7eig:Q market • 

(1) the foaacial aad political coad tions pretaihag 
ID the eoaatry to wiich poods are goiap to be 
erportcd If t^e eoadicioas are oot stable an 
expcrter mcst eaercise care in cnteriag lato 
basinets coa^’acis 

(2) the pnrehasiag poaer of the people and the 
probable mieat of the isarket Sncb mforma- 
tioa IS necessary from the point of creating a 
pe-maaant trade orgaaisanos' 

(3J the coaditiaas of sale; 

Ml the terss of paviaect and tbe banking facilities 
to cake snob paymeat. 

f5) tbeccetocs formaline*. 

16) legislation p'o'ectiog the seller regardicg trade 
marks aad default >n paj-cect by tbe bsyer; 

(7f tbe p'ocedare of ecfericg 13*0 trading relations 
and , 

(5) other inforcahoa recardiag tbe existiag eocp^ 
titioa, tbe qsality of goods repaired, the kind 
of packing Itk-ly to app-al to tbe people, e'c. 

India t Foreign Trade and tit Main Characienstiet. 
Tbe to*aJ foreign trade of lod a in 1937 3S, tbe last 
aonnal year, was wonb Rs 352 crore*; ost of these 
imports were worth Rs. 173 cro-es and exports Rs. 1 '•9 
crores. Thus India tad a faToarable balance of trade of 
Rs. 16 cro-e* On comparing these Ega**s with the figures 
of trade say ten years back, >t would be fonad that India's 
fo-eiga trad- has declined considerably in tbe last d-cade. 
Oar aTerage exports for lb» period 3924-5 to 1923-9 were 
worth Rs 354 crcres- ITtmng tbe same p-nod imports 
were worth Rs 251 crores- ’lafcisg a^owance for tbe 
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recent fall ID pncfiS, It IS beyaad dispute that in the last 
few years India’s foreign trade bas snffered a set-back. 

As regards the charactenstics of India’s foreign trade, 
the most cat standing charactensctc ts that the hnlk of 
her exports consists of food*ato'Ta and taw materials, while 
the bntk of her imports consists cf mannfactnred goods- 
This clearly shows that as yet India is not snffioently 
indostnalised 

Another characteristic of India's foreign trade is that 
whereas the import trade constsr of a variety of articles, 
the export trade mainly depends on the support of a few 
staples like raw cotton, pite, tea. oilseeds and food grains. 

Farther, a study of the direction of India's foreign 
trade reveals another noteworthy featore, namely, that 
in the foreign trade of India United Kingdom holds a 
predominant position. In 1937-3S United Kiagdatn 
imported from India goods worth Rs 6^ crores and exported 
to India goods worth Rs 52 crores 

Again, India's foreign trade normally leaves a favoot> 
able balance of trade on the exchange of merchandise 
With the fall m the fotcigo trade, however, this favourable 
balance of trade has been coosistantfy falling- 

Lastly, India's foreign trade is largely in the hands of 
foreigners- 

Princtpal Articles of Itnporlo and Experts — In the 
imports of India, cotton manofaclares still hold a predomi- 
nant pocitioo- In 1937-38 they were worth Rs. 15*55 crores 
accoented for nearly 16 p c of India’s imports. 
Till lately Lancashire was the chief sapplier, bat today 
Japan with her severe competition has not only deprived 
Laccaskire of a part of the Indian market but has even 
become a senoas menace to the Indian mill industry- In 
the total imports of cotton mamnfactnies in I937-3S, the 
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are held by the maotifacturer in hts tjodowns on 
buyer's aceoDfit as is «ojnetin5es done and if the 
latler is sspposed to bear ibe exf eus^ of remo^we 
them, the price footed is known as ex>warehonsc 
price. 

F- A. S. (Free Alongside Ship) —This type of ijnpla' 
tion mean* that the seller ba» ip deliver gocxfs 
alongside the ship or on the wharf at his own 
expen*e If the Roods are very heavy like loccmo- 
tives the seller miRht Rive such a qQotatfon 
FOB (Free cn Board).— The seller has to bear 
the expanses of loadisR the Roods In soch a 
qeolatioo It ij a common practice to roeotion the 
ports cf load/cR. e-g , P O B Bombay 
C & P ‘Cost & Freight) — la this type cf quoUliOD 
the teller has to bear all cbarRes upto the port of 
destica'ioa. Soch a oootaiioo iaclodes the name 
of the port of deU^ety.e-g, C- & F. GJa«Roiv. 

C J-P * Cost, JnsuraneeS Freight )— The price in 
this case locljdes all the expenses loclodioR 
•DStiraiice aod carnaRe opto the port of deslioation- 
Tbe o!sa] way of qaotiDg the price is to Dame the 
port of delivery opto which the carriage charces 
will be paid, e R C. 1- F- Kobe- 
Franco Rendu orFree—Vfhea such a rjootation is 
gives. It means that tbe seller will bear all the 
expenses spto tbe delivery of goods at the buyer’s 
place 

Terms of Payment— Sa exporter while rividr quota* 
lions for certain goods teqtured by foreigners makes a 
mention of the method cf {ayment for the price of the 
goods Following are some of the common terms used in 
this ccwneclipn * 
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C. W 0 (Cash toith Order) and COD (Cash on 
Delivery . — The fir»t phrase is used when the 
seller wants that the price of goods should be paid 
in advance The second phrase is used when the 
seller wants the buyer to pay for goods immediatelv 
before they are handed over to him> Both these 
terms are occasionally used in the case of hrst 
transactions with persons not sufficiently known 
or when small articles are sent through post* 

Drajt Terms * The usual way of settling accounts 
in connection with foreign transaciions is by mean« 
of a 6iII of ercliange* sent through a bank There 
are two methods of using this dccument to «ecure 
paymem An importer will get all the documents 
relating to goods on paying the amount of the bill 
These terms are known as O P feims, i e 
Doetimenls on Payment Or he will get the 
relevant documents cn accept ne the bill, that is 
accepting to make payment of the amount of the 
bill at the end of a specified period These terms 
are known as O A fcriirs < e Documents on 
Accefi/ance 

Rcinttlance T trills -A seller gives these terms only 
lo buyers of long standing* In this case the buyer 
IS allowed to settle the account by taking advantage 
of favourable exchange If there is any balance 
unpaid, the buyer has lo pay interest on it 
British exporters sometimes give these terms to 
importers in India* 

Indent — The next stage in negotiating a sale is 
reached when the foieign trader accepts the quotations 
and sends an order. The order received from a foreign 
country is known as an indent* It contains the importer’s 
*For a full explanation of A lull of earh>n|,e see Cliaj t IX 



METHODS i JlACmNERY OF BDSIKEgS 


52 

instructions regarding the goods to be exported, their 
quality, quantity, mode of pachmg. time of shipment, 
price, method of payment, etc. 

The indents are of two types A closed tndetti is one 
in which exact particulars of the goods required and the 
price at which they have to be shipped are stated. An 
open indent leaves the discretion about the details of the 
goods to the agent. The trader merely states in it what 
goods are wanted by him A specimen indent is given on 
the next page 

Dealing trrth the Order — When the indenr has been 
received and duly achoowledged, the exporter makes 
arrangements for tbe purchase of goods mentioned in it. 
When the goods are hnally purchased, before proceeding 
further, the exporter once again checks the goods to see 
tf they are uccordiog to the lostructions i f the importer, 

Paektiig a»d Markets lo sending goods to foreign 
countries, packing requires to be gives special attention. 
Packing iBStruetions are generally given by the importer. 
The exporter must see that they are fully carried out. 
Even though no in'.tructioos aic given exporter is supposed 
to exercise proper cate to prevent the goods from being 
spoiled 

Further, the exporter has to sec that proper marks and 
numbers ate put oti the packages. The use of a distinctive 
mark is necessary and useful lO sorting out goods at the 
port of destination Specimen marks are given below. 

A mark should consist of the initials of the importing firm, 
the port of destination, number of packages and measure* 
ment or weight. 



Shanghai 


Shanghai 
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SpecimeD lodeoL 
Indeot No 40 v 

Please quote this number | 5 Vincest Strfet, 

in correspondence and 1 SHANGHAI, 

invoices lOlh fllffrcTi, 1939 

Messrs Vasanji Kaiyaoji & Co. 

Ballart> Estatp, 

BOMBAY 

T>ear S)n, 

Please purchase and ship on our account the under 
mentioned goods 

Delivery GIF Sh*nghai 

Payment Draw on us 30 d/s., D A throngb the 
Shanghai Banking Corporation, Ltd , 
Shanghai 

Shipment By P AOs Delivery before 15tb Jane 


Mark S C T C 


Shanghai 

Shanghai Cotton Trading Company, Ltd 
J Smith, 

Manager 


No or Quantity 

Descrip' 

tion 

Price or 
quality 

Remarks 

400 Bales 

Broach- 

cotton 

1 No 2 
jFG.MG 
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Forvsardtng Goodt — Now when the goods are ready 
rhe exponer must raakeanaD^emeots for forwarding them 
to the docks and from there for shipping them U the 
exporter is staying in the port town, he might choose to 
make the necessary arrangements by himself But as 
there aie a number ai formalities to be gone through 
before goods can be shipped he might engage as is usually 
done the services of fortcarduig agents who are specialised 
in this kmd of work Jn the case of exporters staying 
ID up country towns the services of forwarding agents 
become necessary If the goods are coming from an 
up ronntry centre the forwarding agents take delivery of 
the goods at the railway station and pay town duties 
if any 

Cusfo'xs Permit —There are certain goods which 
Bontftimes cannot be exported without the permission of 
the Government Such a control is usually placed during 
times of wars The exporter or the forwardiog agent, 
therefore, has to secure the necessary permission from the 
collector of customs before arranging for the shipment of 
goods 

Shipping the Goods — After securing the customs 
permit when necessary the exporter or the forwarding 
agent will have to make arrangements for shipping the 
goods The procedure id this matter is lery elaborate and 
consists of the following steps — 

(a) Arrangement with a skipping company for 
freight This may be done by the exporter 
or bis agent by pegonating directly with the 
company or through (he help of a freight 
broker When this is done the shipping 
company or its agents gne a shipping order 
which IB an aothonty for the shipment of 
good° by a particular vessel 
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lb) The euUomshoute/ormaltltes-T't next step 
IS to satisfy the co'ttms for formalities 
According to them an exporter is rejmred to 
prepare a thtpfitng htll AH tbe details cf 
the goods are filled in it It is prepared ic 
triplicate The ccstoms aot**orities cse tbi« 
doccment for the pnrpo'e cf calcaUting expon 
daties. if any. and lor ibe purpose cf p'eparicc 
statistical infrrmarioa relating to India s export 
trade Two copies of the shipping bill are 
retcmed to tbe exporter or bis agent * 

fc) The /orrnaltitf's ,ef the ^eri authorities — The 
exporter or his agent no— has to arrange for 
sending goods to the docbs (tcm where the> 
ate generally exported Edi before doing ii 
he has to obtain the femtasios cf the dock 
aothonties by paying iheir ds*v- For this 
purpose another document called decik ehalan 
has to he prepared m doplicate One copy 
of it IS retarned to the exporter after the 
ps)ment of dock does Now when the goods 
are d»li>ered to the dock anthonties, thej 
arrange for their loadicg 

tdi Leading cf the goods — The dock acthoritie* 
arrang" for th» kadicg of the goods cn board 
the ship on her anis-al After checking the 
goods, the ship's acthorities give a receipt tc 
the dock oisce^ It is known as the ^fate's 
Receipt If the goods hare teen received id 
a good condition, no remarks ate made b3 
the -shipping ant'-onties on this deenment 
It 18 then known as a clean receipt. Bet i‘ 
goods are not tn a good condition and a 
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remark ta that effect has been made, it is 
called a /owl receipt 

(c) Preparing the Bill of Lading — At this stage 
the exporter prepares another oocumeot called 
the Bill of Lading It is prepared in tripli* 
cate ahd each copy requires a stamp of four 
annas. The biH of lading is a document 
wherein the steamship company gives Us 
official receipt for the goods, and at the same 
time Undertakes to carry them to the port of 
• destination The forms of the bill of lading 
are printed and can be had from the shipping 
company. 

/t Paymtnl of Freight The exporter or his 
agent now takes the Mate’s Receipt from the 
dock authorities and lodges it with the hill 
of lading at the steamship company's oSice 
The steamship company then prepares a 
freight note indicating the freight charges to 
be paid to (be company If the charges have 
to be paid by the exporter, at this stage he 
generally makes the payment The company 
then returns the bill of lading to the exporter 
duly signed by an officer on behalf of the 
master of the vessel The stamped copies 
now convey title to the goods 
Insurance —The details of shipment having been 
completed, the exporter or his agent will now arrange for 
the insurance of the goods He might write to several 
insurance companies to quote a rate for the risk On 
receiving these quotations, he will take out a policy from 
a company which he thinks has quoted him favourable 
terms It is a common practice to insure goods about 
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10 per cetit, over and above the invoiced value to cover 
an amount of expected profit and additional charges 

(Marine insurance is dealt with fully in a later chapter) 
Forwarding Agent's Letter of advice If the services 
of a forwarding agent were utilised by the exporter m this 
work of exporting goods ihen he, the forwarding agent, 
will send all the shipping ducamenis which are in his 
possession with a covering letter stating the various charges 
he has paid and his coinmission 

invoicing The shipment of the goods having been 
completed the exporter now prepares an export invoice 
It IS a document which he.seuds to the importer and 
contains the description of goods, particulars of marlsi 
numbers, weight or measure, their price and the charges 
upon them It is geoerally prepared according to the 
terms mentioned in the tjaotations Usually three copies 
of the export invoice are prepared Two of them are sent 
to the importer aod ooe is retained by the shipper himself 
Export invoices are classified according to the kind of 
price charged te.Loco invoices, F 0 B invoices, etc 
(specimen on next page) 

If any error ts discovered in (he invoice later on it is 
usually rectified by means of a debit or credit note, 

Certificate of Origin Indian goods are given pre- 
ferential treatment with regard to import duties in certain 
parts of the Britis'h Empire, e g , United Kingdom, Canada, 
etc A certificate of origin, therefore, is required to be 
sent with the invoice to enable the consignee to take 
advantage of the preferential duties The certificate 
contains a decleration fay the exporter or his agent to the 
effect that the goods have been produced in India The 
form of the certificate of origin is sometimes printed on 
the back of the invoice ; or it can be had from the customs 
office at the time of shipping the goods This certificate 
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Specimen Loco Invoice 

Invoice of 10 cases White Twtlls shipped by the 
undersigned per S S Karanja/rom Bombay to Durban, 
by order and lor account and risk of Messrs Tarachand 
& Co 


Insurance effected here 

as Per tnstrucitons Indent No 234 
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must be prepared lo the particular language required by 
the government of the country to which goods are being 
exported It must also be signed by an authority appointed 
by that government i « generally by the consul Various 
chambers of commerce also issue these certificates >"hich 
are usually Signed by the secretary of the chamber 

Cowsttlnr /rttoie* — Governments, appoint persons 
known as Consuls to reside id other countries in order to 
waich o\ er the commercial interests of the nations they 
represent Go'-emmenis of certain countries require 
that when goods are imported into their country from 
outside, the importer should produce at the time of clear 
ing the goods au invoice prepared in a particular form 
and signed by the Coosul stationed m the country from 
V, here goods ha\ e beeu exported It is known as Consular 
tiiiotee tt IS particularly useful to (he customs authorities 
there for the purp 'se of charging ad raJorem duiies. t e , 
duties according to the value of goods The value 
mentioned in the Consular Invoice is taken as authentic 
for (he purpose of calculation 

The exporter is required to piepare three copies of 
(he consu ar invoice Twool ihem are retained by the 
consul and one is returned 'o (he exporter This copy is 
sent bv him to the importer with other documents 

Seciirtng Payment — After all the details of the 
shipment of goods have been completed the exporter will 
proceed to arrange for rbe receipt of payment The nsua) 
method nsed to «ecnre payment is to draw a bill of 
exchange defined as an instrument id writing containing 
an unconditional order. Signed by the maker directing 
a ceriain person to pav a certain sum of money only to, 
or to the order of, a certain per«on, or to the bearer of 
the instrument, when this bill of exchange is accompanied 
by the bill of lading, marine insurance policy invoice. 
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certificwe of onpn and the eoa^nlar tnvoicf, it is known 
as a aocum ntarr hill of exchange ThiSTJocnmeotaT-v bill 
of c\charce is csed br exporter to secare payment in 
three wa\c 

(al The exporter hands ocer the docamentary bill 
of exchange to his bank and asks it to collect 
the amonol The bank mil arrange for this 
ihrongh one of its branches or agencies 
sitnatcd la the importer's country If the 
hill IS a D ^ fcjH the bank will present the 
bill for accep ance to the party concerned 
On Its being duly accepted the bank will 
release the doenmeots to the party Then on 
the dar the bill matores it will be presented 
forpaxtneoi The amount tbss receiied will 
be credited to the account of the exporter 
If It IS a ^ P biil, the dncoments will be 
released on recemog parmest ironi the 
importer In this case also the mooey receii ed 
tt ill be credited to the acconnt of the exporter 
(6) If the exporter, however, xyants immediate 
payment he can discount the bill with bis 
bank In ih s case the exporter will be*asked 
to gise a Lelier c/ Hy/iorfi'Ctrfion authorising 
the bank to sell the goods in case the importer 
refuses payment The Letter of Hspothe 
cation prmides that the drawer, will make 
good the diTerence between the d sconnted 
amount of the bill and the sale proceeds in 
case the bill IS dishonocred and the bank is 
required to xell the goods at lower prices 
fcj The exporter frequently asks the importer, 
before executing the order, to open credit in 
his fay oar with some bank hen such a 
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credit IS opened, the bank concerned gives a 
letter of credit to the importer which he 
sends to the exporter On the authority of 
this letter the exporter then draws a bill of 
exchange on this bank when the goods have 
been shipped and thus recedes pajmentof 
his bill In this procedure the exporter runs 
very little risk about payment 

Letter oj Advice to the Importer —The export tran 
saction being now completed the exporter advises the 
importer about the sbiptnenl of the goods and the bill of 
exchange \\ itb this letter a copy of the invoice is also 
sent for the information of the importer 
Importing 

The import trade of our country js tie export trade 
of one 01 more foreign countries The technique of 
exporting goods from the«e countries though may vary in 
certain minor details, is broadly the same as described in 
the toreBoiBC pages The following few pages mil, 
therefore, be devoted to explaining the procedure of 
importing goods from tbe time they reach India It has 
been already stated that India’s imports mainly consist of 
mannfaciured goods These goods may be imported 
directly by merchants oi indirectly through agents. These 
agents mav be the branch offices or sole import agents 
appointed by foreign manufacCnrers or Indian import 
houses These import agencies are known as indent 
houses 

Indent Business — Whenever the Indian manufac- 
turers or merchants require good;, from foreign countries, 
they place an order with an indent house specifying the 
goods required or send an order directl> to an agent 
abroad The indent house, on receiving an order, places 
It with an exporter ma foreign countrj The mden'or 
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sJates in the order jhe f^irticoJar' of iJie poods, the rrice 
at which the) should be shipped aod other conditions 
The iftdentee IS ceneralJy piienlhe option to <uppl} all 
or pait of the poods ordered The lodentor also mentions 
in the indent the iime witbm which the order mast be 
accepted or rejected If no lime is mentioned, the usual 
period allowed is /our weeks The tndentor penerally 
undertakes all risks connected with the voyage and pavs 
the insurance charpes On the arrival of the poods if 
any defect is noticed in them, the indenlor can claim 
damages within two weeks of iheir arrival If there is a 
dispute regarding the settlement of the claim, the matter 
IS penerally referred to arbitrators Specimen indents are 
given on page 63 

Aditce a/S/iipmeni —The exporter m the foreign 
Country on receiving the indent arranges for the purchase 
of goods In due course when the) are shipped, he will 
prepare an invoice and send a copy of it with a letter of 
advice containing necessary information lo the importer 
in this country Simultaneously he will prepare a bill 
of exchange according to the msttaciions in the indent 
and despatch it with other shipping documents to his 
bank for collection The agents of the bank in India on 
receiving the documents will piesent them to the importer 
for payment of the draft If it is a D P draft, or for 
accepting it, if it is a D A one When the necessary 
steps have been taken by the importer, the shipping 
documents will be banded over to bun b) the bank 

Cfeirri/ig Agcitl — After the documents have come 
into hiS possession the importer will have to make arrange- 
ments for taking delivery of the goods on their arrival 
The importer, if he is staying in the port town, can do 
this vvoik himself ; but usually it is entrusted to persons 
or firms known as e/coriwg agents who are specialised in 
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Specimen Indent 
(FfOMi ft Eurapeatt Indent //o«sc5 
BOMBAY 10th March 1939 
Indent No 1375 
To Messrs. I SMITH & Co. 

LONDON 

5 Cases fi ftcces each = 

Jo ^teces Tuieerfs 30l22 yds 
Qualtly 'tnd pattern a$ poltern No 
Pa«ef«s irom A to P One piece of each 
pattern per cose Pachmg ns usual 
Price — Market price tn Euctand plus shipping and 
other charges 
Drajt at 60 dis DiA 
Shtpinenl not later than 15th June next 
Patterns as usual _ ^ 

5 Brown & Co f 

Specimen Indent 
(Of an Indian Firm) 

BOMBAY, lOih March 1939 
Indent No 4S7 

To Messrs W THORNTON & Co 

MANCHESTER 

Dear Sirs, 

Please buy /or us tn Eneland and ship on our 
account and risk, the following goods within under 
mentioned limits and draw an us for »«fotcc \altie 
usual shipping and other charges and coinimsston at 
2\p c ,hy a Bill of Exchange at 60 d s sight which 
we hereby bind our selvesio accept immediately on presen 
tahon and to pay at matunly or tf not then to suffer all 
Josses and expenses artstngfrom suck failure, and from a 
sale of goods to be effected by you on our account and risk 
1000 pairs Grey Dhoties 48 in 2ll0 yds , 60/70 
Price 1/3 

Shipment from Liverpool on or before 15th 
June next 

Ticket Deer Yours faithfully 

Harwallabhdas & Co , 



6 * 


METHODS i MACHISERY OF BUSINESS 


this kind of nork They charge a reasonable commiscion 
for (heir services When a clearing agent has been 
engaged, the necessary shipping documents will be endorsed 
■ n his favour, le, he will be given authority to receive 
the goods 

The first slep which the clearing agent now takes is 
to ascertain the time of arrival of the vessel by which the 
goods have been sent. He comes to know of it generally 
from the ste^'mship company or from newspapers in which 
the arrival of vessels is notified for the information of 
consignees 

When the vessel arrives from abroad, the clearing 
agent first goes to the steamship company s office, pays the 
freight if It IS paybte by the consignee, and secores 
permission to take delivery of the goods But lo spite of 
this delivery order goods wilt not be delivered to him 
unleas he has satisfied the requirements of the custom* 
authorities 

Ctisfom Procedure —The customs organisation of 
India IS regulated according to the provisions of the Indian 
Sea Customs Act of 1878 This act lays down certain 
general restrictions regarding imports They state that 
goods will not be allowed lo be imporled if lo) 'bc> have 
counterfeit trade marks, or (b) false trade descriptions have 
been given about rhem or (c) they are dangerous. For 
this purpose the customs authorities are given power to 
examine goods In order that the supervision may be 
properly earned out the followiug procedure is adopted 
Goods will be delivered only after the custom* formalities 
have been complied with 

Silly’s Report — The customs authorities requite every 
incoming ship lo submit a ship's report containing the 
name of the ship, the port of registration, the name of the 
master and the details of the crew, passengers and cargo 
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EtU of Entry —Everj importer or hiS affeat ts 
required to prepare- a &tZr o/ wtfrjr in mplicite giving full 
details of the enods The particnlars cneationed in the 
bill af entTY must tallv with the details in the ship’s report 
tf they da not compare ccrremly, the goods will not be 
allowed to he landed- 

P55.»nent o/ Impart Duttes — The duties that have 
been placed by the Government of fudja on the goods 
imported into this c mmny are either meant for the 
purpose of revenue or protection to Indian industnes. These 
duties are of two kinds ad valorem (* a, accmrding 
to value) or sf eo^c «. according to weight, measure, 
■rolume, etc) Far the purpose of charging duties, goods 
are classified as frte good* or dutiable goods 

If the goods are on the free list, the importer or hts 
agent IS required to fill la a “free entry" form. When a 
copy of this form is signed by the enstoms officer, the 
importer or his agent will present it to the dock aatborittea 
for the delivery of goods 

E the goods, however, are duttafale the vmpcrter or 
his agent IS required ta prepare two copies of the form 
£n<rj/or iTameG’seear.Sfii/i showing particulars regard- 
ing marlts, number, net weight or quantity of the goods 
and the amount of the datv for which they are liable 
When the duty is paid and if no other defects are found in 
the particnlars, a copy of the abow form duly signed fay 
the enstoms officer will be re^arned to him. On presenting 
It to the dock authonties and paying their dues, they will 
release the goods. 

EiZI gf SigSr. “Where the rmporter crhi« agent has 
not received the necessary shipping documents and 
therefore is not in a position to prepare the Bill of Entry 
the customs authonties allciw- him. to prepare a Bilf of 
which gives him permission to examine the goods 
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jn the dock in the pre«eace of a customs oSccr He then 
decUresafter the penal that to the best cf hss knovledge 
the goods are the sa3e as <tated in the Bill of S*ght and 
whether ther sre subject lo dsty or sot Tfcas id effect 
the Bill of Sight <erre« the psrpo«e of the Bill of Entry 

Pajmenl 0 / Dxi Duet —Once the ccstoms formali 
ties are over, the importer or hts agent oeet pays the 
charge^ of the dock authorities Until they are paid 
goods cannot be removed 

Bended Warthouu — Dutiable goods when cot requi- 
red for immediate delivery and cse by the importer are ‘eni 
to a bunded srarehcmse until such doty is paid These 
TOrekouses csay be owned by the forerEmeoi or may be 
pnrate In the Utter ca<e the owstr 1* reqcired to gire 
as esi'rakieg u> the form of a bond to the aatoms 
astbonPes that goods wiU not be delivered ootil (he doty 
oa them is paid 

The importer can reooTe alt or a portion of the goods 
warehoused by paying the oece^sary duty, and ■eecnsg a 
icorron* for d-lirery from the cosioTs* authonties From 
the importer's point cf view this airangeneot becomes 
convesiect as be need pot take delivery of the goods at 
all When the goods are sold by him, he can endor=e the 
warrant in laTonr of the buyer who will then arrange to 
take delivery of the goods. 

Custome Drawback — SomePtces goods imported ento 
India are not meant for home consumption, bet are 
re-experted to other consCnes. It any duty has been paid 
03 such goods, the ccstoms authonPes return it provided 
It is claimed by the importer This is kirowu as cutfoms 
dravbaei 

Ceritficale ef Surrej— -It sometimes happens that 
good» are received in a damaged condition The importer 
c his agent, therof-^e, tas to inform the aeent® cf the 
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shipping company of the damage and get the goods 
surveyed by its officers After examiaing the damaged 
goods the shipping officer issues a certtficata of survey 
This certificate is lat^r oa produced by the importer as 
evidence while claiming indemnity from the insurance 
company or compensation from the shipping company 

Despatch of Goods When all tbe enstoms formali- 
ties have been carried out and the delivery of the gooda 
taken, the clearing agent or the indentor will make 
arrangement for their despatch to the place of the trader 
on whose behalf the gooda were ordered 


/chapter V 

ORGANISATION OF COMMERCIAL OFRCE 

^ The cbacges that have taken place jn the last century 
tn the sphere of commerce and industry have been, as 
stated before, so revolutionising that the maeasement of 
an enterprise today IS not the same as it uas in the past 
The expanding boundaries of commerce and the increasing 
size of industrial nnits have raised the problem of admims* 
tration to a higher plain The success or failure of an 
enterprise today largely depends on its efUeiBtit and skilled 
administration This adimnistrative side of a modern 
business boose is centralised in an oi^ce, Jt has been, 
therefore, aptly sa<d that *(he ofhce is (o a bosiness what 
the main spring is to a watch ’ 

Its Chtef Funeltsns —The object of a modern office 
IS sot merely to look after the clerical work, but to direct 
and CO ordinate snccessfully all activities of a business 
enterprise This means that the duties entrusted to it are 
many and sometimes of a complex nature They can be 
conveniently classified nnder the following mam headings 
Correspondence — A ftiodem o^ct has toarraagefor 
the purchase of raw materials for the factory or merchan 
dise for the trading slocks It has also to execute orders 
obtained by the sales depatfmenf A large number of 
these buying and selling transactions are effected through 
correspondence, which i« generally classified as (a ) inwar d 
and (6) outward correspondence 

The inward correspondence consists ol letters of 
inquiries orders complaints claims, etc When they 
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are received somebody from the office to whom this work 
IS entrusted scrutinises them, sorts them out according 
to depnrtments and finally sends them on to authorities 
concerned Similarly the outward mail consist of replies 
to letters, to travelling agents and branches, if any. 
circular letters written by the sales department, etc 
Those persons who are in charge of the outward correspon 
dence have to exercise care in dealing with outward 
letters as they largely speak for the efficient and skilled 
maringement of the office and consequently of the reputation 
of the business 

Correspondence also consists of letters written by one 
department to another This inter departmental corres 
pondence results from tne intimate connection of one 
department with another and the necessity to minimise 
errors 

Finan ce and Acceim/ing “•Whether the office is 
concerned with a commercial undertaking or an industrial 
one, the management of finance is one of its important 
functions Insufficiency of capital or current finance often 
leads to endless woiry and trouble If adequate finance 
IS not available, the business may not be able to 
make improvements, increase production or give credit, 
The Manager or the Managing Director, therefore, is 
required to watch carefully the financial position of the 
concern. In this respect they have to be very particular 
about collecting payments and outstanding debts Bad 
debts often rum a business 

Keeping of proper acconnis is an auxiliary to sound 
management of finance ^ Every office, therefore, must 
keep at least (he important books of accounts like the 
cash book, purchase book for recording credit purchases, 
sales book for recording credit sales journal and ledger 
Keeping nil these and perhaps other books means a good 
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amonnl of work Similarlx, the Accounts Department 
must prepare e\ery jear a balance sheet and a tentative 
bndfret. 

II the office is concerned with a manufactanng 
bosiness. id addition to keepings the ordinary books of 
accounts it will ha\ e to orcoise a system cost accounts 
The object of SDch a system is that to enable the manager 
to know as to what it costs to mannfactnre certain goods 
when orders are received He most know irhat are the 
prime costs (i e , labour, materials and direct expenses) 
and the oscosts {re, the expenses of the epkeep of 
building and machinery, rent, rates, office and management 
and selling and forwarding costs) in the masofaefsre of 
certain goods From the point of calculating profit sneb 
a system is quite oecessar] 

Stall Micgf IVort Ko business can hope to prosper 
without watching its progress from stage to stage This 
requires tabulation of the results of its activities in tbe 
form of statistical tables. For example, modern business 
undertakes advertising propaganda on a very wide scale 
CJn!es« IIS results are watebed insiead of proving useful, 
the money that is «peDt may be wasted Similarly 
nowadays because of competition, a business is required 
to cut down expenses to the minimnm For this purpose 
tables explaining expendilDre on different heads hav e got 
to be submitted to the bead of the management Witbont 
such information rafxma/isa/ion of business would 
become difficult 

Planning Work — very important function of the 
modem office is to prepare in advance a poIic> and plan 
for condocting business for the coming jear The office 
must decide whether any new macbmery is to be installed 
or whether new lines of prodoepon are to be undertaken 
or whether new markets are to be explored This becomes 
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necessary inasmuchas the capital invested in a business 
and the number of men engaged in us work are consider 
ably large They have to be folly utilised if the business 
must earn The work of planning production, sales tactics, 
expansion of tnatkeiing areas, etc, is so important that 
the amount of energy spent on it is bound to be ncbly 
rewarded This skilled work forms one of the functions 
of the modem office 

Recording and Fthng —It will not be wrong to say 
that the^records of a bnsiness concern are its inexhaustible 
mine of information Thevanons documents and letters 
will show the pitfalls to be avoided in steering the business 
to success The work of keeping these records also 
forms an important function of the office The record 
room m an office is specially fitted with modern steel 
cabinets, proof agamst fire, in which these documents 
are arranged according to (h<> scientific methods of filing 

Secreiartal If the office is attached to a 

registered company, carrying out the secretarial work m 
connection wiih the registration of members, conducting 
meetings and other statutory obligations also form an 
important part of the office work. 

Some of the functions which have been mentioned 
above have been discnssed more fully in later chapters. 

Office Accatnmodatton_and_^lay^ul —The modern 
office building is distinctly different from the one used 
say a century back In former times no attention was 
paid to Its lay out Any da'k, lU ventilated and perhaps 
badly consiructed building served the purpose so long as 
work was not obstructed In fact simplicity of this kind 
wits regarded as merit of management Today with the 
high cost of management, employers pay more attention 
to efficiency of work. Without a properly constructed 
building allowing scientific arrangement of work, the 



>nrrHoi>«! * M\cHtXEr.T of bcsdce’^s 


eScieccy of eroployees is boced to scffer Modern cSce 
baildicgs tberefore, are specially con'trncted ; they are 
spacioas Ire!) leablaied, fitted wjtb fans acd electric 
> lights, lifts acd other modern convenieoce*. When 
specially constrected for a particalar concern, the la>>ont 
of the oSce bnildiog ts also generally planned on the lines 
suitable to the organisation of different departments 
Thus It may be found necessary to place the baying 
department as far as possible near the sto'cs departments 
Conseqnently the la>>oat mill proiide for accommodation 
IB scch s iray that these tiro departments mill be placed 
adiacent to each other bintilarly in planning the lay-out 
of any oEce building, care mast be taken to pros'ide room 
for the eytension of the oEce if necessary. 

De^rfmenfj^It has been already seen that the 
work which a modem oSee has to do is of a complex 
nature Unless, therefore, work is properly classified and 
dmded amongst the employees, chaos rather than order 
and system woold pemde tbe o6ce Pnnctples cf sciep* 
iiSe masigement are, therefore, applied to modern oSce 
management Tbe work is dinded oa the basts of fano> 
tional specialisation into departments. Each department 
IS eotmsted with one or more functions which are allied 
to each other. 

Tbe following are tbe csntl office departments 
(a> Macagei’s Department 
ib) Correspoodeoce Department. 

(e) Purchase Department. 

(dl Safes Department 
(e) Accounts Department. 

{f> Cash Department 

Besides these ^eparaneo(% in a large business concern 
there will be other departments like the advertisement 
deportment, stores department, shipping department, etc* 
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the member of departments will depend on the nature of 
business 

The arrangement of these departments will depend 
on the size of the office If it is a small office, all the 
departments may be Mrraoged in a big hall , if it is a 
large one, some of the departments may be given separate 
rooms But whether large or small, the roam principle 
underlying the office arrangement is that work should flow 
from one department to another i e where one department 
has to communicate wiih another sery often, they should 
be situated next to each other There are other practical 
ideas which prove useful in office arrangement from the 
point of securing maximum efficiency Briefly staled 
they are: the different departments should be divided by 
means of transparent glass partitions, where possible, so 
that supervision of the staff becomes easy , the office 
machinery should, as for as possible, be placed in one 
room so that the noise of the typewriters cesh registers, 
etc , nth not disturb other cWks . and the departments of 
the principal executives, the General Manager, Purchase 
Manager, Sales Manager etc, who are hkely to receive 
visitors should be placed near ihe entrance so that there 
will he no disturbance to tbe whole office 

The furniture used in the office and its arrangement 
also needs attention As far as possible it suould be neat, 
clean and attractive It bas its psychological effect on 
customers The tables and desks should not be arranged 
face to face as it encourages talking and is not hygienically 
good The cohiKs or tables of the supervisors and depart- 
ment managers should be located to the rear of the clerical 
staff The employees, therefore, will sit with their backs 
to their manager and will not be tempted to look up if 
anybody comes to see bim. 
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Pertonnel 0/ Sla^ —Tht seleciioT of the staff of 
the modern oSce re^oires great sLiII and ability to read 
character. Persons posse«sirg different kinds of k-nowledge 
and capabilities have to be employed to hll in different 
posts right from the Manager to the despatching clerk 
Among the applicants for these posts also there will be 
men of different characters lotelligence, ability, ambition, 
habits, etc. From snch a mosaic comb nation of persons, 
the employers hav* to select to fill m different po«mons 
ju«t the right type of persons la practice, therefore 
while making selection, employers are guided by the 
following considerations Firstly the candidate should 
possess a theoretical knowledge of ihe work he will be 
called npOQ to do coupled with, if possible, some practical 
experience S^eocdly, the candidate most be a person 
with character, ability and some personality Thirdly, 
be must hare a pleasant disposition and courieoss manners 
and b* able to saiKfv the woold be employers in a personal 
iBterriew Thongh these are the general cniena, m making 
the following appointments of certain important off eers the 
emplyers look to many other qoalities of head and heart 

Uanoger — He must be a person capable of leader 
ship, Gimness of mind, qoick decision, mastery 
of details and adaptab lily to changing conditions 
An important executive like him mnst be capable 
of taking initiative and appreciating the work of 
his emnloyees 

Secretar y Law requires the appointment of a 
secretary m the case of a yoint slock limited 
company He should possess knowledge of eecre 
tarial practice, tnercanl le and company law This 
knowledge is necessary as he is entrusted with the 
work of folSlIing all the Maiutory requirements of 
the Company’s Act 
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Accauttlattl or Head Book keeper—ln addition to 
keeping books of accounts he is required to prepare 
financial returns such as the annual balance sheet, 
trading account and profit and loss account 
He should, therefore passes not only a sound 
theoretical knowledge but also practical experience 
in a similar concern 

Chief Cashier — he is required to handle large 
sums of money, accept and pay bills of exchange 
and sometimes give loans, he r^ust be a man of 
integrity and sound character Employers usually 
lake from him security ax fidelity bond. 

Other Staff Matters 

Number of Staff -The number of employees to be 
employed in an office will depend on the nature and extent 
of work In small offices one person can and may be 
required to do more than one danes la a large oBce the 
same work may be given to more than one clerk But 
generally the policy should be such that the staff is neither 
too large nor too small for the work If the staff is too 
large, some persons wilt ha.e no work They will disturb 
work and engage others in talk If on the contrary, it is 
too small, some members will be overworked and will 
be dissatisfied Both the extremes are not conductive to 
efficiency and should be avoided as far as possible 

Service /Igreewien/s —Whenever a person is em 
ployed, It IS desirable to enter with him into a written 
agreement The terms of service should be stated in it 
and both the parties should attest their signatures to it 

Card Index — Smalt as well as big offices fiod it 
convenient to maintain a card index of the employees 
For each employee there is a card It bears the name of 
the employee, his address, age, qualificatioos, salary, etc 
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The ctil'iy of these machines is beyond dispnte 
Firstly, they are osefol from th^ po’nt of 'avtng ltia» and 
energy 'W'hat amoonto/ time and energy were re^'ured 
formerly when a few copies of a letter had to be made 
Today hundred copies of a letter can be made in less than 
half an hoar with the aje of a dnplicator Secondly, in 
certain cases work has been rendered mare CTact and 
the probability of error eltttnoated The n^-e of adding 
machines, for erample, has nude caJcnfattons exact 
Thirdly, much of the repetitive work has been made less 
irksome, tiresome and motioioaoas Lastly, the efficiency 
of the modern office which ts so esaennal for the smooth 
working of the preseot ecocoinic system wpnld have 
snS'ered bnt for these machine devices 

Some of the cmpcrraot machines nowadays osed in 
moders oSces are di<crisse<l briefly m the following pages 
For the coavnuesce of stody they ace classified according 
Co their osefalness for particnlar work into the followtcg 
gtonps 

(o) Ccrrespondecce 

(h) Compotatioa 

(c) IntercomrannicatioQ 

(d) Miscellaoeoos 

(a) Correspeodenc e 

Ty/iett’fifrfs.— The typewriter was perhaps the first 
device inlrodcced into offices abcct fifty years back 
Today It has become so familiar that one wiJl 
rarely find an office of some importance without 
a typewriter- There are vanons kinds of type- 
wriiers-portable, fable model noiseless, mofor- 
ued, etc The mechanism of any one of these 
typewriters is not very complicated A typist 
generally Irows It and ordinary repairs can be 
dene by him 
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In order to make the work of the typist very 
efficient difTerent typioj' aids are provided /or 
him They have been prepared after studying 
the movements of typist Some of these aids 
in everyday u*e are the copy holder, automatic 
envelope feeder and the carbon paper conserver 
The advaolagcs of the typewriter are many 
Firstly, it increases the efficiency of correspondence 
Secondly, it supplies a style of writing which is 
pleasing to the eve And finally, with a good 
typewriter as many as twelve copies of a letter 
can be taken out 

Addrezsograpk —The addf<*ssograph is a machine 
useful for addressing envelopes, post cards and 
labels It saves a considerable time when com* 
munications have tobe sent to the same persons 
or business houses regularly or frequently! 

The working of this machine is very simple 
First the addre«se$ are embossed on sine plates 
They are (hett arranged in an alpbabeltcai order 
cabinets specially provided (or them When an 
address is to be wntten, the necessary plate is 
removed and adjusted in the machine After pres- 
sing the lever the address is produced on the letter. 
The metal plates may be purchased from 
the manufacturers of the machine or they cad be 
prepared in the office by the help of the Graphotypt 
iljacfiine 

l)sctating Machine lDtclaphofte)>—This machine is 
meant for the use of higher officers whose time is 
very valuable Itisused for dictating replies to 
letters, giving instructions, etc 

The principle underlying the working of ihis 
machine is the same as that of the gramophone 
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There ts mouth piece attached to this machine 
When somethinp ts dictated into it, a revolving 
wax cylinder records it The typist then takes it 
to a transcribing machine on which it is adjusted 
Now by means of an earphone he hears the 
dictation over again The advantages of this 
machine are many Firstly, it is always ready by 
the side of the executive and no time is waited 
ID the comine and gome of the stenographer. 
Secondly, the chance of error is reduced And 
finally the speed of this machine is considerable 
It can record about 300 words per minute which 
an average stenographer will find it difficult 
•HupbcaUng Hachines —When a large number of 
copies of a letter, statement report or bulletin are 
required the ordinary process of copying by means 
of a typewriter would not be useful For this 
work a duplicating machine Is convenient By 
using It even 500copies can be taken out in fifteen 
minutes time 

There are different type of duplicators 
stencil, gelatine, offset, etc The stencil duplicator 
is very commonly osed A stencil is a waxed or 
composition paper on which the matter is typed 
by a typewriter withoot the ribbon. It is then 
fitted on to the machine By feeding the machine 
with paper and tnrmng on the handle any number 
of copies can be had The Roneo or Gesteiner 
duplicators available m the market work on this 
principle 

Mechanical Envelope Opener — This machine is 
particularly useful in large offices where the mail 
contains hundreds of letters. The work of opening 
them without damaging the contents would lake 
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a pretty lone ome In this macbine letters are 
either automatical!} orby hand ReiohiDR 
kntfe edetes cut off from the em elopes 6ne edees 
\ handoperaied machine can open 200 letters per 
minute 

Stiielope Sealing AfueAiwe —This machine separates 
envelopes, moistens the gum on the ffap'=, seals 
them tightly and piles them toRetlier into stocks 
ready for being sent 

C/iro«ostrtwp ~Bi means of this machine, the time 
of delivery or despatch of letters, documents, 
orders etc is recorded on them Direction of 
delay wheneter tt occurs, hetoines easy 
(b) Computation 

Adding Machines -^Aa adiiDK machiDS or olherntse 
known as the fisting maelnue has become almost 
indispensable to modern offices, particularly banks 
and insurance companies where the work of adding 
isJarge The work of adding is monotonous and 
tiresome The use of such a machine relieves the 
clerk of the sense of tedium 

The machine looks like a ttpewtiter and is 
operated by means of similar keys Asthekejs 
are pressed figures are typed and by an internal 
mechanism the sums are added. When the lever 
IS turned, the final total is printed The macktues 
IS speedy, accurate and neat The machines of 
this type which ate commonly used aD(larea\ail 
able in the market ate the fiarrotigfis and the 
Suudstrand 

Com^foDiefer — Thismachine is designed to do every 
kind of arithmetic work — addition subtraction 
multiplication and division It is, therefore, indis 
pensable to a commercial office 
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This maohin. 1, also operated by means of a 
keyboard It can be fitted with diffecent keyboards 
for calonlations e thet m sterlinR nr tnpee ctirren- 
cies 

Cask fieetster -This machine ,s very 

scale retail dealers lot record, ng daily cash receipts 
The special lentntes ol this machine „e that it 
gives a receipt I„r each item „/ money taken 
keeps a record nt all receipts on a roll „| pape; 

lotlfol'd R'ves the grand 

ol days cash receipts Thus it becomes 
easy to compare the cash m the till box wilh the 
-olal receipts At the same time, the p,: r , o 

:::„cird:r »' “«“~.dona 

There „e nearly sixty different kinds ol cash 
registets available Bn, each one of them is bmlt 

tosmess “fa particnlar 

Besides these machines described above, there are 

(c) Intercommunication 

In 1 larpe business concern where 
of managers and suh managers it would b ' ^ 
and perhaps ivast.fn, „ the^C”"”* 

from one to the other ever, now and tl, "'“’ll" 
mean, of commnnicalion, therefore he 

installed lo facililate (al verbal m ‘''"''"le is 

o«ne execnlives and 
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of merchandise, letters, documents, etc , within the office 
building 

Private Telephone System —A private telephone 
system is in ase in nearly all importaot offices 
where intercommanication system is necessary 
Though this IS tme, no one common system is in 
operation in all the offices The following are 
some of the diiTerent types id use 

Manual Su.llch board System — This is a 
system in which the ordinary telephone is linked 
to a private exchange A telephone operator 
connects the various points as and when required 
Auiamaltc Sunteh’board System - This may 
be *t private system operated aotomaiically without 
the help of an operaior. By means of a dial on 
tvbjoh there are ouoober' from J to <5 and D, any 
point can be connected easily This system is not 
very expensive and le becoming very popular 

Executive System.— This system is known a» 
the executive system as U radiates from the office 
of the chief executive to other points. The' 
manager can get into touch with any other officer 
quickly With the help of this system. One of the 
best known systems is the Dictograph. 

Paging System — ^This sy«tem is nsed m 
conjunction with the internal telephone system 
A telephone will be received if there is somebody 
to attend to it To overcome this drawback a 
call can be sent by means of a machine established 
near the keyboard so that the call will be heard 
by anybody who »s in the vicioity. 

Pneumatic Tubes or Mechamcal Conveyor System-— 
This system is nsed (or the purpose of carrying 
letters, money, mcrcfaandwe, etc , from one 
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department to another The article to be earned 
IS placed in a cyhnder which is propelled on by 
means of air pressnre along a pneumatic tube 
Similarly an overhead wireline carrier system is 
installed in some offices for the same purpose 
In this system the conveyor is carried by me^ns 
of the force of gravity 

Telegraphic T yPewrtter —The telegraphic lypcni'iler 
IS a modern device for conveying messages from 
one place to another the distance between which 
may be a furlong or even hundreds of miles / 
There are sending and receiving devices Each 
re‘embles somewhat the ordinary typewriter 
They are connected by means of electrical wires 
The message typed on the sending device is 
ceijumluMd. ca t.h«. tecetvia?; davice Tt.a o^vaa. 
tages o( this tneohanism ate that the messages 
tcansmiCted are received accurately and even in 
the atsence of an attendant at the receiving 
station 

(d) Miscellaneous 

Time Recording Device —The employees of an office 
ought to be regular Regniarity is generally 
enforced by asking them to sign on a book and 
to mention the tune of arrival This, however, 
usually leads to abuse and even fraud Mechanical 
devices have been therefore found suitable for 
this purpose One of such devices is the Inter- 
national Autograph Recorder 

Job Recording Devices —Modern scientific system of 
office management requires that a particular job 
should be done id so much lime If more time 
is taken, it means that the employer is suffering 
a loss To find this rniuimum time necessary for 
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IS cheap and plentifnl, and, therefore, the organisers give 
no thoaght to improving ofice efficiency by introdncing 
labocr saving device® Though lotrodncticn of these 
devices may mean loss of job to a lev persons, in the 
long inn the evcansion of biisine®s resulting from better 
efficiency may create more emp'oyrnent Improvement 
la this respect is therefore long ovcrdc- m Indian com 
mercial offices and it is high iime that the managers 
should give their attention to it 

A'fmtmsiraiiz'e Standards - In concluding this dis 
cu«sion of office orjaui'ation a word may be said abont 
the administrative standards In irtoderu bnsmess the 
caoital required by a company is large and is nsually 
contributed by hundreds of per«oos Thus the ownership 
ts diffused Consequently thetUyto^as managemeat is 
left m the hands of a manager He e;i]I have to judge 
from time to time whether bis policies are working 
successfully or not To measure this success admiuis 
trat've standards become necessary. 

Though necessary, it is difficult to say at once what 
should be the cnt'rion of measuring the success of mana- 
gerial policies Whether it should be the profits or the 
harmonious wortine of the office and of the productive 
plant ? The owners, of coarse, will judge it from the 
profits earned But as ihe®e profits are not dependent on 
successful ruauageTient only but also on outside influences, 
care must be tak>o to make allowance for the latter factor 

But if the conditions are adverse and a business is not 
in a position to earn any profits, the angle of applying 'the 
criterion will have to be changed. Here the management 
will hai-e to be jndged from its efforts to standardise losses 
It should be seen whether the working expenses were 
rednced or not and an attempt made to bring down losses 
to the minimum. 
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When such administrative standards are expected of an 
organisation as a whole, they cannot be achieved unless 
the working of its mdmdaal units is also measured by the 
same standards Men. machines and materials mu^t be 
studied in their working and use to find out what they 
cost the office Without this being done, improvement in 
the office results to achieie high administrative standards 
by employing better type of staff and purchasing better 
equipment would become difficutt Job analysis, therefore, 
IS neceesary as an aid to achieving better results In 
India however, no thought is given to this aspect of 
improving the work of offices with the result that in- 
efficiency has become characteristic of business manage- 
ment It may be hoped for the future that our bu«ioe3s- 
men will realise that efficiency and success go together 
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commop practice in iarge offices ts to hire a post office box 
These boxes are rented to the poblic by the postal autho 
rities at an annual chare* of Rs IS pec box This method 
IS convenient because the mail can be received at the 
appointed clearing time and the office staff need not be 
kept waiting (pr the postman to come 

OJ>enin£the Half — Once the mail is received it has 
o be opened In small business offices this may be done 
by the manager himself with the help of a clerk But 
obviously in large concerns this would be difficult 1 he 
work, therefore is generally (eft to a trusted official and 
one or more clerks They must be men of integrity 
because the mail will contain not onl> money and 
negotiable documents rtq nring very great care but 
complant of the public against the siaff Tor opening 
letters a letter opjoer may be used 

Stamping Date and Tune —As soon as the mul is 
opened the next step is to stamp on ail letters and 
documents the date and time of receipt. This precaution 
is necessary for prompt replies It >s also a safeguar i 
against postal delays A rubber stamp of the following 
type may be used 

Abmtdabad Bank Ltd 
No 

Recvd 

Ackd 

Ansd 


Listing —When the letters have been stamped, they 
are sorted out accordiog to the departments concerned and 
placed It) trays If there are any letters addressed to 
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individuals xViey 
addresses The 
Rece ved Rnolr c 


re placed unopened on the tables of the 
letters are then entered into a Letters 
r»’monl> ruled in the following manner 


Lette^ Received Book 



Conse 


! Signed ff'r 

Date 

No 

Name and Address 

ment \um 

I her 

By 

1939 
Mar 10 

le35 1 

Patel & Co 

Bombay 

Machi 

oery 


• 

30 1 

Ghosh & Co 
Calcutta 

2 

AL 


37 

Shah & Co 
Cawnpore 

Nh pping] 1 

IcD 


A record of the inward mail as shoivn above will be 
useful for tracing letter* i*lhcy are lost or mislaid It 
also shows the contents of the daily mailfor tte reference 
of the General Manager 

^lethod of Disposing Letters — After the letters have 
been entered they are distributed according to the depart 
meots concerned The beads of the departments wiU 
answer them peisonally or send them on to the subordi 
nates for disposal according to their importance This 
litter procedure IS adopted when cominunications are such 
that a reply in the usual routine way can be given by the 
ass slants At the end of the day tf there are any letteis 
unanswered they should be kept in a tray in such a way 
that they will receive tl e first attention neat day 

In dealing wiih inward letters there are some which 
merely require to be acknowledged while there are others 
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Incomplete Enclosures — Enclosures are those papers, 
documents cheques b>lls of exchanfje {hundtes\ etc 
which are sent with a cohering letter The number of 
these enclosures is usually marked at the foot of a letter 
in the left hand cornet On opening the mail 1/ it is found 
that any enclosure is missing a note should be made on 
the letter and an advice to that effect be sent to the 
correspondent 

Ouiuard Correspondence — The handling of outward 
mail requires perhaps more but not less care than the 
inviard mail The letters that go out are 'aid to be the 
silent embassadors of business Hence tbc> require to be 
treated with such care that the standards oi digoit> of the 
commercial office are upheld at all times It is therefore, 
often made a rule that only the head of the department 
may sign letters so (hat he will get an opportunity of 
scrutinizing the letters untten b> his juniors This 
precaution is good from the point of safeguarding the 
reputation of the ofHce and avoiding occasions of offending 
customers unconcionsly 

Stereotyped RepUes — In modern commercial offices 
many letters are received every day which can be 
answered by a stereotyped reply boch replies ate 
drafted, numbered and kept ready Whenever a 
stereotyped reply is to be sent, the number is written 
on the letter by the officer and passed on to the typist 
who copies out the necessary teplj This step is 
necessary as it saves a lot of time of the office staff 

Copying Letters — It is necessary to keep a copy 
of every letter that is sent out for future reference 
''^n^ ca'c It IS required It might happen that when a 
contract was entered into certain terms v/ere agreed 
upon between the proposer and the acceptor , but later 
on a disput* might occur abom their e-ract nature In 
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such an c^pm^a^I1y a copy of the contract «i!l be sound 
and indispuiahW esiderce if the maltcr goes to the court 
of law 

The out Boine fetter be copied in any one of 

the following three wats * 

(<t) The Cefiitng Press —This is one of the oldest 
method of copying now going out nf use 
Letters are copied ID a letter book contaitnrg 
250,500 or 1000 tie<ue or buff porous leaves 
numbered consecotively and provided vnih 
an alphabetical index at the beginning of 
the book The letter to be copied is typed 
iMth a copying ink ribbon The surface of 
one of the leaves of the letter book is made 
damp The lelter to be copied is then placed 
face downwards oo the back of the leaf 
The booh IS then pressed m a copying press 
Aq exact >mpre«ioo of the letter is left on 
the leaf 

(6) Carbon Cof>s*»g —This is a modern method 
less expensive and tedious The typist 
p'aces a carbon paper to betneeu two or 
more blank <beets of paper according to 
the nnnibcr of copies required and types 
the letter A clean impression is left oo all 
the papers A cartvrn copy can be had even 
when a feiicr is wru<eo by hand The proce 
dure <5 the same 

(c Rofary Copying— A rotary copier is the most 
modern method of copying leMers Unlike 
the copying oress the procedure is very 
Simple There is a roll of paper attached 
TO this machine The letter to be copied is 
fixed in a frame and the paper and the letter 
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are made to pas« tWrouRli rolleis Any num- 
ber 0/ copies can be had b> th>s process 
The roll is then rernoicd and cut into sheets 
bv means of a knife attached to the macbiDe 
It can cut as many as seventy sheets at 
a time 

Despatching of Utters —After the letters are properly 
copied the next '•tep is to pteoare them for being 
despatched Each depariment should send its letters 
‘0 the Despatching Cleik or the Despatching Department 
rn rime /or the oafpomp (nail Iti dtf*pafch?op tetters 
the following pr'cedure will be useful to avoiding 
irregutariiies 

Adftressing Bn\*,lopes —Care inusi be taken to sec 
that lettets are properly a<ldte«eed Wrong addresses very 
often bring a business into trouble because if letters are 
returned for want of vufficienl or correct address the result 
may be that a business tviit have to suffer irreparrable 
losses To avoid this orobabiUty it is a piactice in many 
offices to maintain nn Address Book in which the addresses 
of regnltt customers are written and arranged alphabet • 
cally When such a book is muntamed, utmost care must 
be taken to keep it upto date by entering from lime to tune 
the changes in customers addresses 

In wnrmg addresses also care mast be taken to 
observe the mles of correspondence lest the addressee feel 
offended A few specimens of addressing business letters 
are given on page 94 

Enc/osiiees “When enclnsnres have to be sent with 
a letter, care must tre taken to see that proper and exact 
number of enclosures are sent The number of enclosures 
are generally indicated oj the lyrist, as stated before, at 
the foot of the letter or as in some office', u may be 
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FORMS OF ADRESSES 

(/) A tradtstnan — 

Mr S L Sbah 

Cloth Verchanl 

fO Gandhi liaad, 

Ahmedahad 

t2] A firm — 

Metsrs Pandit Shah & Co . 

Ihehinen Suppliers 
Station Road 

Ahmedabad 
The Modern Piirniture Co 
Ga«d7ii Road 

Ahmedabad 

(h should be no'ed that when the name of a biitj starts 
with a personal nane the word Messrs is wriUen before 
the naftre af fht fsftn bar if (be oeme starts tntb aa 
impersonal nam* the word should not be affixed to it] 

(J) A limited ceiapany 

Messrs Tata Sons, Ltd . The Textile Mil) Ltd, 

Tcinjtjrinrf Lane, Or Parel Rood 

Bomhoy 1 Bombay 12 

(<) A prtiale eentleman 
H S Desai Esq , 

Ashram Road 

Ellis Bridge Area, 

Ahmedabad 
(5) A ^fo/essional »ian-“ 

Dr D N Marfatia MS DN Marfatia, Esq , M S 
Gandl I Road Or Gandhi Road, 

Ahmedabad Ahmedabad 
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shown by means of a rei) slip pasted on the back of the 
letter 

Use c/ Window Envelopes — In order to save the 
time required for writins addresses manv offices keep 
envelopes with printed addresses of regular correspondents 
Another method utilised for this purpose is to use urtirfou 
envelopes which have a transparent slip on the upside 
A letter is folded and placed m such a manner that the 
Inside address on the letter paper can be ®een through 
this transparent slip Th>« method is economical and 
convenient 

\ Postage —Though it loo'ts to be a minor matter fixing 
^mps of a sufficient value also requires careful actentioo 
The despatching clerks «l oulJ know the postal rates for 
ordinary letters registration parcels etc If there be any 
doubt about the exact postage required a letter should be 
weighed. If this ta neglected t e letter may be returned 
or the addressee will have to pa> double the difference 

Record of Oulgoins Letters —When letters, postal 
packets, etc, have been prepared in the above manner, a 
'^«ird of outgoing letters should be kept in a Postage 
Book Though the rulings are different in different office';, 
a book ruled in the njapner shown on page &7 will be 
found u«eful 

A\hen. letters have to be delivered locally, the general 
Practice is to send them bj hand through a peon This 
BQt only saves time «nd money but is more convenient 
''hen prompt repli-s are required The word ‘Hand’ 
should be written on the envelopes fot guidance If au 
immediate answer is required the words Wait answer' 
al'o should be written The record of letters delivered 
by hand is kent in a Peon Book 
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Peon BooIl 


Dale 

Name and Address 

Nature ol 
the articles 

Receiiier s 
Signature 

1939 

Manager, Cential 

Letter 

A B 


Bank of Irdia 



Mar 10 

Gandhi Road 




n any arncfes ate sent b> parcel post. us^aU} entnes 
are made in the po*tage bool and leceipts acknowledgiog 
the number oi articles are obtained from the |<ostal antho 
rittes Whea borrexer ibe camber c/ parcels (» large a 
special Pa cel Po«t Book is niaiDtaicd Tbe postal 
clerk sigQS this book to ackoonledgnteol i>f the parcel* 

y Parcel Post Book _____ 


Date 

Name and Addre«s 

Postage 

Signature and 
stamp 

1939 
Mar 10 

Pcpfllat Book 
Depci Latninzioa 

1 Road bombay 7 

Ks a p 

1 2 6 

, 1 

o 

Stamfi 


Fiitog 

FiIidk may be deCoed as ibe rretbod of atraagiog 
bQ*ine<s papwts dw<-Qments and coriespoadence loasjste' 
tnatic masner Wttfa ibe gron-tfa of bssise<s aad the 
increase ID the facilities of commamcaiioa there has been 
an enormotis increase lo ibe qnaatily of ■ asin**s papers 
vrhich a modeto oSce IS called cpon to handle Keeping 
a record of all these docameats la aa easil) acce<*itJe form 
*-as, theiefcre, become a ptoblem The modern 'cieatific 
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“°“'°b "other «.rr rrarrsaclrons. though of a varied 
C, each other pmrtrolled properly A good filing 
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sysren. ptomn m such a rray that the chief 

atranseroeot oJ ._-,ecl idea of their working by 

executive* can ge‘ » 

reference to relevant 61es 
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(e) Ea-’v Accesiihtlity — A system is Rood or liad 
according to the ease with which the various papers and 
docnments are accessible without being required to spend 
much time Any system whicn lacks this feature will be 
cumbersome and of a doubiful utility to a business 

Though the above features are necessary in a good 
filing cystem, in the final analysis ihe success or failure 
of a system largely depends on the persons who work it. 
If they are regular and imnnethodical even a good system 
will not be found conductive to efficiency The head of 
the filing denartment, therefore, should be not only an 
efficient man himself but should be capable of extracting 
efficient work from his staff 

Old Systt*m <*/ FtUna — The Sptke File —The oldest 
method of filing is perhaps the spike file iron rod 
or wire was fixed to a piece of wood Whenever letters 
had to be filed they were forced through the sharp edge 
of the spike Thus k was a very crude method of filing 
letter* 

DooheUng — This method of filing is certainly more 
convenient and systematic than the previous one Letters, 
invoices or other papers are folded lengihuise and on their 
outside ate written (a) the name of the correspondent, 
(b) the address (sometimes omitted), (c) the date and 
(d) a brief description of the contents This is known as 
a docket- 

TRIVEDI & Co . PATEL A Co . 

Botubay 15 41939 tJadtad 77 4-7939 

Order No N 230 re Damaged Ooods, 

When letters or invoices ace properly docketed, they 
are placed fn the pigeon holes of a box specially constructed 
for this purpose There are twenty four pigeon holes 
which art marked alpbabeiically At the end of a month 
or two, the pigeonholes are cleared. letters are sorted 
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ont alphabetically, tied together lo (hick cardboard papers 
with strin? or tape aod placed »n boses meant /or the 
purpose of records On the outside of these boxes their 
contents are indicated by means of bold letters 

LETTERS INVOICES 

A TO J 

Jan lo Rfar Jan lo Var 

1939 3939 

This method ol filing correspondeuce though antiquated 
and gradually being discarded, is still used to some small 
commercial offices But because of the utility of modern 
filing systems described in the following pages, this 
system is bound to be given up «ome day. 

The Poekel FtU and the Box FtU — The Pocket file 
IS eompatatively a recent device for filing letters This 
type of file contains pockets marked alphabetically 
Letters are placed in these pockets without being folded 
It has 8 fastener which closes the file and protects 
documents (tom being spoiled by dust 

An ordinary boa file bas a binged cover and is fitted 
with a spring clip which holds the paper down These 
files may be used in sets and arranged alphabetically. 
These boxes may be kept on a shelf or a book rack When 
arranged alphabetically this method closely resembles the 
modern fiat filing system 

These old systems of filing, thosgb ossful at one time, 
ate not suitable and convenient to modern conditions The 
enormous increase in business correspondence and other 
papers require more elaborate and scientific filing methods 
and equipment 

Modern Fifing Systems —There arc two systems of 
filing which are in use lO modern offices— (a) the flat filing, 
and (b) the vertical filing The working of these two 
systems and their merit* are discussed below 
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Flat cr Hortaonfal S3»s#e»w.— In this system of 
fihng Jetters are placed in a flat or horizontal manner, one 
on top of the other upto a thickness o/ about three inches 
The inward letter and a copy of the reply are filed together 
so that a reference to them at any time becomes easy 
Flat files of different makes are available in the market, 
but those in common use are the Pilot Ftle and the 
Shtzntioii Ftle 

The Pilot Ptic consists of thick cardboard covers 
which open like a book There are two small steel tubes 
and a lever attached to the lower cardboard The letters 
that have to be filed or punched with two circular holes. 
They are then passed through the tubes and secured by 
the lever Letters are filed alphabetically in order of 
dale so that the most recent letter Is on the top The 
advantage of this kind of file is that letters can be removed 
or replaced without disturbioc the whole correspondence 
Gut care must be taken to see that whenever a letter is 
removed from the file it is replaced agvm When the fi'e 
IS full, ad the letters ate removed, tied into convenient 
bnndles and placed properly in the record room. The 
number of files used m an office will vary according to the 
nature and extent of correspondence. 

The SJtartnaf/ Ftle consists ofa cabinet with a number 
of comparCments Each compartment contains a file in 
the form of a drawer which can be removed As in the 
case of the pilot file. letters are punched and placed 
through two prelecting spikes A double arched spuing 
IS then fixed on these spikes by nieati« of a lever To 
the outride of the drawer js attached a metallic frame in 
which a card can be placed to indicate its contents When 
a file is full Its contents ate removed to a transfer or 
binding case in which the papers are held together by 
means of a fastening 
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The advantages of this system are that (a) as the 
letters he on their backs, they remain intact without being 
spoiled at the edges (b) as the letters are secured bv 
means of spikes, there is no possibility of their being 
thrown into disorder (c) letters can be referred to without 
their being removed from the file so that there ts no chance 
of letters being displaced , fd) even tf the drawer falls 
down accidentally, letters will not be mixed together 

Vertical Fifing System — The vertical filing system 
as the name suggests is one m which letters are held in an 
upright position as distinguished from the flat or horizontal 
system In this scheme there i< a steel cabinet consisting 
of drawers generally 20 inches long These drawers run 
easily on roller bearings and can be pulled out to their full 
e:(tent Letters are filed m folders made of manilla 
paper They have no fastening arraegemenl and therefore, 
letters can be taken out easily On thi* projecting part 
of the folder is written the name or the number of the 
correspondent A «eparate folder is generally nsed for a 
regular correspondent or for an important subject When 
these folders are placed in k drawer, lo order to trace a 
particular folder without lose of time guide cards are u«ed 
These guide cards are made of thick paper and are marked 
numerically or alphabetically These guide cards are held 
in their place by a rod running from the front of the back 
of the drawer When the folder becomes full, its contents 
are removed to a transfer ca«e made of wood or cardboard 
' The veritical filing system has become very popular 
and IS extensively nsed in modern offices. It owes its 
popularity to the fact that it is useful for filing any variety 
of documents and in any number. The equipment is 
capable of being extended to accommodate hundreds of 
folders Besides this advant^e, there is no trouble in 
taking out or replacing documents and as there are no 
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spikes or levers there is no chance of letters beiCK torn 
while filing 

Methods of Classxf'^tn^ Files — More impor'ant than 
any particular system is the method of classifying files 

The care and com enience of a system will largely depend 

on a proper and eystematic arrangement of files The 
following ate the methods comnionly n«ed — 

Alpliabettcal —The alphabetical method of arranging 
files is one where the letters cf each correspondent are 
placed in a folder with the name of the correspondent 
written on it Folders are then arranged behind guides 
in the alphabetical order The folders marked with one 
letter of the alphabets might be placed la one drawer if 
the correspondence is large if not, then a drawer may 
be allocated to two or more letters If the ntunber of 
correspondents with a particular initial letter is too large, 
for qaick refereoce the alphabetical system might be used 
with vowel arrangement <e,wiih A, E, 1. O, U. and Y 
which ts created as an additional vowel The folders then 
Will be arranged iQ the following order if say B is the 
initial letter—Ba, Be, Bi, Bo, Bn, By, etc 

Nninertcal —The folder of each correspondent is 
given a nnmber The namber start from 1 upwards 
Folders are then placed id the cabinets in their serial 
order In order to find out a particular namber easily, 
the guides are marked with numbers at regular intervals, 
e g , 20,40,60, etc The numencal method cannot be used 
wiibont an alphabetical card index which will be described 
at the end of this chapter With the help of this index 
the namber of the folder of a certain correspondent can 
be easily fooed Thas this Bomerical method of classifi- 
cation IS particnlarly nsefnl in offices where the number 
of correspondents is very large 
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GeograPhtcal — The geographical classification ol 
folders becomes necessary where abosinesshas connections 
not only in many towns bnt in many countries A separate 
cabinet might be used for each country Within a drawer 
of the cabinet, the guides with the names of different 
towns may be arranged in the alphabetical order Behind 
these guides the folders of the correspondents will be 
arranged alphabetically or numerically 

Subject — The subject classificatioo is used in filing 
correspondence when the subject of the letter is more 
important than the came of the correspondent The guides 
are marked with subjects and arranged alphabetically 
Behind these guides the folders may be arranged according 
to the sub divisions of the subject or according to the 
names of the correspondeuis 

Although the«e are the main methods of classifying 
folders, two or more of these methods might be combined 
aed used for conveoieoce if the nature of papers to be filed 
makes it necessary 

Some Suggestions about the PoufiKS 0/ the Filing 
Department "-The first quesliou that requires to be studied 
IQ this connection is whether it is desirable to centralise 
filing or not The answer to this question Will depend on 
the individual requiremeDts of a business The general 
concensus of opiQioo amongst business men, however, is 
10 favour of centralisation Filing may be centralised in 
two ways 

(o) Control and anihorit) regarding filing methods 
and materia) to be filed are centralised, but the 
files are retained m each department and the 
filing work is done there , 

(b) Control and authority as well as the location of 
files are centralised in one place Thus all 
papers to be filed are seat 10 one department 
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In this case the room selected for the filing 
department is sach that all departments can 
have an access to it without loss of time 
Another matter that requires attention m the filing 
routine IS the care with which the files are handled The 
ling System will be of no use of files and documents that 
are taken out for reference are not promptly returned to their 
respeciive places This can be done very well by the 
use of ‘Abseni' or ‘Out gu des When a folder is removed, 
the filing clerk will place an ’out’ guide in its place and 
record on it the name ol *he department to which the 
folder is taken He must see that the folders so taken out 
ate promptly returned 

If the filing system is efficiently worked, it can he 
used as a 'memory tickler* by the various chief eaecutives 
For example when a particular file is required by the head 
of a department, on a certain date instructions to that 
effect can be given to the filing denirtmeni which keeps 
a card index for this purpose and records such instructions 
on It When the particular date arrives, the file will be 
taken out by (he clerlraod sent (0 the officer concerned. 
This practice will disuade officers from keeping back 
certain correspondence for immediate future reference 

There may be certain letleis of very great importance 
and hence may be kept in a sale or strong room If this 
is done a note to that effect should be made in the 
relevent file for guidence Lastly, an important rule that 
should be followed by ib'S department is that ivheneter 
a file IS required, the clerk who demands it should not 
be allowed to take it himself The filing clerk alone 
should hav e an access to the cabinets This will preserve 
order and system ID the documents filed Laxity in this 
matter iv;)} lead to chaos. 
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Indexing 

An index is a device to show where certain infor- 
mation or documents are to be found AVithout an index 
it would be difHciilt o find out particular letters, invoices, 
etc, from a big heao of modern office documents As 
the only convenient wav of tracing these documents is 
by their names the indexes are prepared on ihe alpha 
belica) method 

There arc two mam lypes of indexes commonly used — 
(a) Book Index and fb) Card Index 

fioolb hidexts —A book index is a set of sheets 
arranged m the alphabetical order There are three ways 
IQ which this device is used . (1) The set of sheets is 
bound t igeiher with the book to be indexed (2> the 
extendible index, ( (he sheets are bound with (he book 
iQ such a way that when (he book is opeoed, the index 
lies at (he stde of the book , aud ‘3) the sheets being 
bound separately, can b* u>ed apart front the book' 

In order to make the work of tracing a particular 
name more easy, for example lo a ledger book, the 
alphabeijcsj index is further used »itb the vowel index 
The arrangement in this scheme is that a page with a 
certain alphabet is divided into six columns— A, E, I> O U, 
and y When names are written, the columns in which 
they have to be written are decided by their first vowels. 

The Card Index — The card index system has been 
developed so scientifically in recent times that now it is 
largely used for rer'ordiDg correspondence, documents, 
books, or, as a matter of fact, transactions of any kind 
The working of the system is described below 

Drawers — Th re are small cabinets with drawers 
suitable for holding small cards There may be a rod 
running from one end of the drawer to the other meant 
fot holding cards in their places 
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Naijffi Caras — Smali caids o! vaty^ng ^vze'=' {^en^taUy 
5 tn by 3 in or 4 in by 3 in are used /or indexing of 
nam^s A caid is used foi each correspondent and on 
It are written the name, address and the number of the 
folder, if index is used as an adjunct to the vertical filing 
system If It IS meant for subject index, then the subject 
and the nomber of the folder are writien on the card 
The following is a specimen card 



N M Truedi & Co File No ^34. 

Address 

Vithaibbai Patel Road, Bombay 4 

Dealers in 

motor car accessories Large orders of 

tyres tubes, and spare parts 

Guide 

Curds— For facilities the work of tracing 


a name card guides with the alphabetical lettets are 
provided in the drawers Whenever a certain card is 
retjuired, the particular alphabet iS looked for on the 
guides, and a search is made for a name card behind 
that guid- 

The card index system is irsefal not only as an aid 
to the^ertlcal filing o( cortespondence, hut may be used 
for finding ledger loho numbers, or for sending followup 
letters, or for any other information about regular corres 
pondents of an ofiice 

Advattlages and Dtsadvaniages oj the Card 
Index —The advantages of the card index «yslem are — 
(1) A new c.iTd can be inserted m the index at its exact 
place without disturbing the alphabetical arrangement 
of other cards Unlike the book index, when the 
name of a new correspoodent has to be indexed, it 
can be done with the least effort 
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(2) With the help of the ^uide cards any reference can 
be found within the minimum of time 
(5) This system permits the remo\al of cards which are 
no mote of any use Thus those cards which are oj 
any use to the business will remain in the drawers 
(4) It his m unlimited capacit> for expansion 

The ad^anlapes of the card index are so great that 
Its disadvantages do not mar its utility Its disadvantages 
are — 

(1) The card index equipment does not permit more than 
one card to be seen af a lime Thus m looltiBg up 
man> cards some time is bound to be lost 

(2) If a card is misplaced, as it sometimes happens 
when the earns are not held together by means of a 
rod the utility of the cards is negatiied 

Uisjhie Records —During the last decade or two, 
visible indexes have come mi'' prominence In this 
sisiem the equipment consists of a cabinet with almost 
flat trays When a tray is pulled out it is suspended at 
a oonvement angle Fifty or more cuds are fixed on the 
tray la such a manner that whea a tray is pulled out the 
bottom edges of the cards, about 3/8 of m inch, are 
visible. Thus the name of a correspondent or a subject 
■written on this portion is clearly visible This arrange- 
ment, therefore, gives the quickest possible reference to 
any record Hence it is useful in those offices where 
speedy reference to documents is necessary 
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INVOICING 

Intotce —An invoice (ot a Bijak) is r document 
familiar to all It is sent by the seller of Bonds to the 
buyer when an order is executed It may be sent with the 
Roods or separately by post U contains the followinR infor 
maticins descnptionof goods, quantity (according o weight, 
number measurement or volume, price per unit, other 
incidental charges and the total value of the goods 
Besides this «ometimes mention is made of the terms 
Regarding pavment and 'he mode of transport etc 

Invoices xre of two kinds inland and foreign Inland 
invoices ace those wh ch are used in the home trade 
foreign invo ccs are used in the (cade between different 
countries Invoices are also sometimes specified according 
to the price c arged Thus m the home trade the common 
type of invoices are the (a) (oco invoice (b) for 
invoice and (cl f o r destination invoice Similarly m 
the foreign trade invoices n^ually drawn ate the a) loco 
invoice, (b) f. o b invoice (cl c & f invoice dl c i f. 
invoice and (e) franco invoice 

Ifs utility —The general particulars in an invoice 
stated above clearly show that an invoice is an important 
document from the point of both the seller and the buyer 
When the seller sends an invoice, from his point of 
view It serves the purpose of sending an advice to the 
buyer about the despatch of goods If the invoice la 
accepted as correct b> the buyer he will demand payment 
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from the hc^er accordiog to the amonct of the lONoice 
Further it is useful as a record of his tracsacoons 

The invoice IS useful to the bu>cr from many points 
of Meiv> It eer^es the purpose -of an intimation about 
the execution of his order He can compare the intoice 
nith the order and see if bis instructions rcfrardinE; quaht>, 
pncei quantit} and paciini;, etc. have been earned out or 
not If there is any mistake, he can immediately , write back 
to the «elfer about it Acain it is useful to him for the 
purpose of calculating the selling price and as a record of 
bis porchases 

The importance of an invoice, therefore, requires no 
stressing Whether it be wniien or typed care must 
be taken to set it out neatly and without errors The 
date in the invoice plays an important part ard therefore 
should never be omitted 

Sa:/>resstens used tn Inxotees Weighi —For the 
purpose of calculating charges to the buyer, the actual 
weight of the goodsonly is taken In specifying weght 
the following expressions are used 

Gross t etehl —W e gh» of the goods and the packing 
together net weight weght minus the weight of 
the packing net selling gross weight •ninu< the 

Weight of packing and an allowance made for leakage 
evaporation etc where it is customary 

Tnre —This is weight of the empty boxes pnnnes, 
etc It IS also used lo indicate the weight of the empiv 
railway wagons or other vehicles means for transport 

Draft — It 15 an allowance made by the seller to the 
buyer in charging pnee for the probable leakage or 
evaporation or loss of goods in any other way The 
customary allowances arc different in different trades 

Discount —ll IS a deduction allowed generally as a 
percentage of the total value It is deducted only from 
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the \alue of the goods without the other charges for 
packing, etc 

Discounts are of two kinds those allowed to cncour 
age a prompt payment of an account le cash discount, 
and those allotted fro n the prices in catalogues, or price 
lists > e trade c scottxl 

ComtMtssiow — It 15 also a charge made in the intoice 
OD the percentage of the total value of the goods, i e , 
including the additional charges 

Interest —It is a charge on an invoice value for post- 
ponement of the payment beyond a certain date 

E £ 0 E (errors and omi«sioos excepted) — It is 
an expression placed at the foot of an invoice or many 
oiher documents as a safeguard against mistakes It 
means that the seller reserves to himself the right to 
correct any mistakes made in charging *tc 

Certain Abbreviations —The use of abbreviations of 
docomencs though not desirable has become very common 
Certain abbreviations have been already explainedi e g , 
cif.fob.etc For means free on rail t e. the 
price includes all charges up to putting goods in railway 
trucks For destination means that the price includes 
all charges upto the destination of (be buyer 

hleasurements in feet and inches are indicated as 
ft I ' J, in f " ) 

Inland Invoices 

A few specimen invoices relating to inland trans 
actions are given on the following pages 

Loco invoice— The price charged in such an invoice 
is known as loco factory or warehouse price In preparing 
an invoice, therefore, m addition to the price of the 
goods the packing carting and other charges are shown 
separately As the railway freight can be paid by the 
consignee it is not a practice to show u m the invoice 
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SpEorars No 1 
Loco Invoice 

Telegraphic Address 922 Hornby Road 

Kvowledoe Bombay 

Telephone No 2756 iSth RlarcJ 1939 

ln\oice No 375 
Order No B 178 39 

1/essrs Trivedi&Co Gaitd i Poad Ahmedabad 
BousM of THE NATIONAL BOOK DEPOT 


Booksellers & Publishers 


No 

Particulars 


[ Amounts 

Rs a p 

10 

, Mercantile Law by 

Banner]! 

Si 

1 

60 0 

0 

20 

Introduction To Economics 
by Jathar & Ben 

4/8 

90 ! 0 . 

0 

20 

Advanced Accounts by 
\ D Keskar 

4/ 

60 

0 


Deduct 

D 'count 20*’© 


250 ' 0 

50 0 

0 

0 


Add 

Packing carting cbarges 
etc 


200 I 0 

0 

0 


Amount Payable 


201 1 8 

i 0 


Parcel sent by passenger 
tram R R bv \ P P ^ 




Entered by Checked by The National Book Depot 
A B CD p N Shah 

Manaser 
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SPECiStBN No 2 

Mirzapore Road 
Ahmedabad 
ISlhMar 1939 

Mr C G Shah, Shahihaug, Ahmedobod 
Invoice from The National Motors, Ltd 



OverbaulmR and repainne 
PoTiUac (1938) and tot 
supplying spare parts as per 
our quotation No R 54/39 
of 1st Mar, 1939 


E S 0 E 


P N MnaiRE, 

ifanastr 
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Steciueh Ko. 3. 
F- O- R Invoice* 


Invoice No- 557 
^faslvatt Market, 
AHMEDABAD 


i fframs ‘Cagfe’ 
phone ’2163' 

Order No. S/25/39 15lh March, 1939 

The Deccan Cloth Stores Poona 
Bought of Mehta & Co 

Interest at the rate of 5% charged on overdue accounts. 


3 Pieces white Drill 27'^X40 
yds 8 as per yard 

100 Pairs bleached dhoties. j 
48'. 2/8 No DlOO® Rs U 
per pair- I 


Rs- 


Less discount @ 2% 


I By goods tram, freight to pay 
R R.byV.P.P. 


205 

E.&,0 E 

F-0 R Ahoiedabad 


Hs- I a p 


3|3 


per pro, Mehta & Co- 
S C. Mehta 
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Speciuem No 4. 

F< 0 R Dcstmation 

Tele Aild SPEED Sandburst'Koid 

Telephone No 9857 Bombay 

Order No M/67 } 5th April 1^39 

lovoice No 780 


The Gujral Motor Company, Ltd , 
Station Road, Ahrnedabad 
Bought of The Ideal Motors, Ltd 



Entered by 

Checked by 

The Ideal Alotors, Ltd 

A. B. 

C.D. 

A J Scott, 



3fanager, 


Speciueh No S 


The specimen invoice No 5 shows a specimen of a trans- 
action ID which besides the regalar trade discount an addi- 
tional trade discount is ^ven because of the fall m prices 
This IS gtnerally done for those goods the prices of which, if 
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Spbciurm No 7- 

P. O B- JoTotce 

How the Invoice No 6 would appear if made on 
lob- terms is shown in the Soilowiog invoice The price 
charged will be arrived at as follows 

Ijoca price (net) .. £ 130 13 4 

Pncking and rnakiDS up charges . 3 15 0 

Railway and forwarding charges .. 2 10 0 

Dock charges . 0 10 0 

137 8 4 

Commission 21% 3 8 8 

~140 17 0 

Price per pair «® £ 140 17 0 •* 2000 pairs 
“ Is 4*5 d- nearly. 

BIL Dated 10th Feb , rP3P. 
Indent No 654/39 Insurance not elTected here 
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Specimeh No 8 . 

C & F« Invoice. 

In the case of C & F. jovoice< the price will be 
armed at by^addinp to the f ot b price the freight on the 
goods from the port of shipment to the port of destination 
The prtee will be <M)calafed in the following manner •— 
Cost of goods £ 130 13 4 

backing and making up charges 3 15 0 

Railway and forwarding charges 2 10 0 

Dock charges 0 10 0 

Freight 2 12 5 

140 0 f 

Commission @ 2i*/» 3 10 

J43“ 10* 


Ptice per pair •» £ 143 10 9 •«- 2000 pane 
* 1^5 1)5 neatly. 

Insurance not effected here 


Indent No 654/39. 


JIDjo 
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Speciubn No 9 




C 1 F Invoice 




In preparing a c i f invoice 

ihe 

price charged 

includes, besides packing, freight and other charges, also 

insurance In India s import trade 

C 1 

f invoices are 

common For the purpose of c i f 

invoice the 

details 

of the loco invoice fspecimen no 6) 

are 

utilised. 

, The 

c 1. f price will be as follows — 




Cost of goods 


£ 130 

13 4 

Packing and making np charges 


3 

15 0 

lizsJway and fonvarding charges 


2 

3C 0 

Dock charges 


0 

10 0 

Freight 


2 

12 5 

Insurance 


0 

7 6 



140 

6 3 

Commission @ 2}% 


3 

16 2 



H* 

4 i* 

Price per pair » £ 144 4 

5 

2000 pairs 

* 1/5 fa nearly 




Insurance eR'ected here. 

Indent No 

6S4'39 
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Specisek No 10 
Franco Invoice 

The price charged m a frarco (ot rerdu or frte) 
invoice IS penerallv c v f pins the tispori dctv in the 
country to which goods are being «eBt and other charges 
upto the deliverr of gc»ds at desiioation This invoic* 
IS n'ually prepared in the currency of the importing 
country Even the inea'urement* are aho given according 
to those in nse m the importing connirv Franco invoices 
are not very common ta India s foreign tiade 


If the details of the specimen no 
a franco invoice tvonld be a* follows 
C 1 F / 140 S 3 ?? 1^6 - 
Import dal\ (India) 

Dock dues 
Cartage 

Commission (2 2}*<, 


6 are employed 


R« 


l'«72 2 8 
3“5 3 9 
7 8 0 
2 4 0 
2257 2 5 
56 8 6 
2313 10 11 


Price per pair “ Rs 2313-10-11 - 2000 pairs 
= Rs I-" 6J nearly 

Insurance effected here Indent No 054/39 


Bombay 

2 5 1 

Grey Dbotiee ) lo col border 1 

1 Bl — 200 prs 43“ ' $ yardi I 

6070 SOOT No -*-•00 pra, 44* | 

27 yards, 6070, 300,T No i 

4BU - ISOOprs 

1 

1 



5 Bis - 2000 prs-eHs. i:-^ 1 










r *0 E 

Manehee er, 

Ffb , 1939 

Jamea Barrow & Co 



[ 

ii 
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Pro Forma Invoice 

A pro Jorma invoice is the name suggests is an 
invoice senl for the forms sake, i e, it is not an actual 
charge note for the gotsds bought It is sent in the {qUow 
mg circumstances — 

{a) In the c se of a proposed sale to show to the 
buyer what would be the price of goods if they 
ire actually purchased This sometimes becomes 
useful when certain goods «re being introduced 
in a new market 

16) Such an invoice may be sent to the consignee 
when goods are sent on consignment » e , when 
the buyer need not pay for the goods until they 
are sold It gui <es the consignee as to the price 
It which goods should be sold 

(cl When the buyer is not known, the seller might 
send a pro forma invoice and demand payment 
in advance according to (he amount of the invoice 
before goods are despatched 

(d) When goods are consigned abroad, it is sent for 
facilitating the calculation of import duties It 
IS handed over to the customs authorities by the 
consignee to authenticate the value of the goods 

(e) Occa«sionally it is sent where an advice note 
has not been issnsed to enable the buyer to check 
the goods received, before proper invoice is 
mailable 

As regards the form (here is no difference between a 
pro /orwa invoice and BO ordinary invoice except that in 
the former the words pro forma are written on it 

The following is a specimen of a proforma invoice 
when goods are sent on consignmeut The consignee 
sends an Account Safe when the goods are sold 
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SprciUEK No. II 
Pro Forma Invoice 
Pro Forma Invoice No 153 

Teleeraphic Address — RADIO B-»!lard Estate 

Telephone No 6143 BOMBAY 

Code A BC 5th Edition ISth April, 1939. 

Messrs TRIKAMLAL & Co , NADIAD. 

Dr to THE BOMBAY RADIO HOUSE. Ltd 
Sole Agents for Aerial Radios 
Terms : 5\ wiihm one month 




1 Rs a p 


2 \erial radios, S vaUes, 1939 

, 275/ 1 


model 

each j 550 0 0 


Additional Expenses: — 

• 1 


Packing and Forwarding 

1 



3 8 0 


Railnsy Freight 

‘ 1 



4 8 j 0 



5SS 0 1 0 


B & Q E 



Parcel by passenger train 

1 


End R R No 3564 | 



The Bombay Radio House. Ltd , 
A N Chtooy, 

Manager 
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SpFCmF”* No 12 
Account Sale> 

Account Sale of 2 radios sent by passenger tram from 
Bombay Sold by Messrs Trikatnlal & Co Kadiad, on 
account and risk of The Bombay Radio Housci Ltd, 
Bombay 




Rs 


P 

2 Aerial radios, 5 aalves 193S 

2751 




model 

each 

550 

0 

0 

Less discount ns per agree 





ment ((f 10% 


55 

0 

0 



495 

0 

D 

' Deduct charges — 





Octroi 


1 

8 


Cartage 


D 

8 

0 

Commission on Rs 550 





@3% 


16 

8 


Net 


476 



To the credit of The Sombaj 

Radio 

House, 

Ltd 


1 Bombay 




j E e 0 E 

. 




Ptr Pro Trtkainlal & Co 
T,C Pate! 

Debit Note (0/N) 

A debit note IS a statement Similar to msoir'e and is 
sent by the seller to the buyer when he finds that he has 
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undercharged on an tnvorce* It »s somel'mes serf by the 
buyer when he finds that he has been overcharged or when 
he returns any (auliv goods The latter procedure, how* 
ever, is not supposed to be correct commercial practice 
The buyer should rather inform the seller about an over* 
charge or damaged goods and ask for a Credit Note 
Debit Note 

' Maskati Market, 

.AFIMJ DAHAD. 
tC/h April, 1030 

Messrs SAnfed'Co 
Gtrgaum Head, 
nOMOAY 

/> te S Kan(j)a) & Co, 


I 


To one bale of Dboties 
charged on Invoice dated 
16 3 '30 Us. U6, should 
he He 1/6/6 

Vtfferenee 



If (he debit note is sent by the purchaser to the seller, 
It v/ould appear in the following manner 

* 187, Girgaum Road, 

ROM DRY 4 


Veitrs S- HanhJa} S- Co , 
Maskati Market, an»rr>ARao. 
Dthited by SIIAII& Co 


200 yards of while twill over* 
charged in your invoice 
dated I-4-’30 . . V'/O 
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Credit Note ( C/N ) 

A credit note iii sent by tl>c seller to the buyer in 
the /oJloning' circumirances fo rectify certain misialies 
or changes 'n the invoice 

(i) (ctl When goods are returned as faulty- 

When packinR cases, etc , are returned, 
if they were charged in the original invoice , 
(cl \\*lier> goods have been damaged and an 
allowance has lo be made (or it , 
fd' When there has been an overcharge in the 
invoice 

(n) When the seller receives a debit note, ts *t 
priciice he sends a credit note to the buyer if he is 
satisfied about the charges in the debit note* 

Whenever a debit or credit note is received, it should 
be promptly acknowledged 

ITAa credit note is usually printed ana even entered 
in red mk to distinguish il frctn an tiiiotce 

Mirzapore Road, 
AHMEDABAD. 
f6f/i April, 1939 

fifessra S Sadanand,& Co 

Hosiery Merchants, baRoda 
Cr by SHAH & Co 
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Statement of Accocnt 

\ S“lle' send* to tbe bayer a statemen of accccnts 
generally at the ead of afonmgbt or a month It contains 
a ^arncary of tftc in%o c« and paytnesc* trade It fi s 
states the open oj? haJaace faay the dates and amocnts 
of goods potcbased, the paycneats mad- and the final 
amotmt da» from the boyer 

The ncthty of ‘nch a dacncnent 1 es in th s that 
the bayer \* g veo an oppofimuty to compare the stare 
meal with h s own books and tf be finds any discrepancy 
he can write bock to ih* seller about it If there has 
bees any mistake it will be rectified by meam of a debit 
oc ered ooce 

The statement generally «tat«s the terms of paymeat 
ta any of the followma ways — 

All accounti ntt and payable stthin one month 
after date c/*«eo*ce 

Aecaunt subject to J'^o discount tf patd or or before 
next OtAcfVise Ref 

Ale net Interest at 6'*f(, per annum t^tll be charged 
after next 

The statement of accounts is snppo<ed to be an 
ind cation to the buyer to mate payment of the amount 
dne If howerer bo heed r’ pad then a copy of the 
'tatemect may be «ert at re^clar internals and a hint 
may be gi»eo in the following manner abont payment — 
Tkfs account ts-oxerdue Reyuesf your tmmedtate 
attention 

Account very much overdue Kindly remit by 
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Statement of Accounts 

Maskati Market 
AHMEDABAD, 
ISth April, 7939 

Me$sr§ RAYAJI & Co 

Mam Street lUDOR* 

Dr to JA1RAMDAS& Co 

Wholesale Cloth ^ferchants 




Rs 

a 


1 Rs 


P 

1939 
\pnl 1 

To Balance 

1 



1150 

I 

1° 

“ 

10 

To Goods 

5675 1 

0 

o' 




23 

To Goods 

1325 ! 

0 

' n. 

7000 1 

Oi 

1 





1 

8150 

0 

' 0 

12 

By Cash 

5000 

0 

0 





By Returns 


[8 

0 

5075 

I ^ 

0 


1 


1 


3074 , 

8 

0 



|e <£ 0 , 

E 





Per Pro Jairamdas S. Co 

J C Shah. 

Care of Inward Invoices 

Inward in%oices are those which are received with the 
Roods supplied by traders or maoufactorers The procedure 
of handliDR them when received, though may vary between 
small and large establishments in certain details is broadly 
as follows — 

(a) \\ henever an invoice IS received it is stamped 

with the date of receipt There are other 
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particalars al^o wh cb the btamp impresses 
on the invoice and arem^antfor the porpo^e 
of checkm? it A stamp with the foWowicp 
panicalars may be used 

Date received 
Received by 
Price O K 
Quantity O K 
Quality O K 

Passed by 

tb) Cfceeiirtg— The next steps is to check the 
invoice with the foods received and the order 
sent out This work is facilitated by the 
modern dufilteate or trtpbcnte otdT system 
The ord*r book oonsists of pads containisf 
order papers oombered in daphcate or tnpli 
cate and are removable from tbe pad Thns 
when an order is sent a copy is sent to the 
Purchase Department (m tbe duplicate «>stem 
and also to the Receiving Departmeut (lo the 
triplicate system) These copies are generally 
filed in loose leaf binders and can be removed 
when the order is completed hea the 
invo ce IS received tbe Receiving Department 
checks It with tbe copy of the order and tbe 
actual goods according to quantity qnality 
and prices If they are mnrect tbe invoico 
will be endorsed to that effect 
(c) Goods Reemfi Book —The Receiving 
Department then enters the details of the 
invoice ID a Goods Received Book ruled in the 
manner given oo the next page — 
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Goods Received Book 



IfeoodshaNe been tetamed for one reason or the 
other, a separate entry is passed lo a Goods Rejected Book 
ruled in the follo'ving manner ■“ 


Good* Rejecled Book 



<d} In/ormtng iht Accovti, Dtpartment —After 
the necessary steps ha^c been taken by the 
Receiving Department, it witl pass on the 
invoice duly certified and usually accompanied 
by the dapl cate copy of the older to the 
Accounts Department • 
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The Accounts Department deals with the invoices in 
various ways The different methods of handling them 
are (1) The invoices may be forthwith entered into a 
Purchase Journal m which a record of the credit^purchases 
IS kept. Later on the amounts are posted to the supplier s 
account in the Purchase Ledger The invoices are tbpn 
filed in a filing cabinet (2) In a small establishment 
where a few invoices are received at intervals it is found 
convenient to arrange them alphabetically in a box file 
At the end of a month, they will be taken out and arranged 
chronologically according to the names of the firms The 
monthly totals will then be entered in the Purchase 
Journal and from there to the Purchase Ledger (3) A 
third method used in «ome offices is meant for reducing 
the work of writing the details of the invoice in the 
Purchase Journal as is done usually In this method each 
invoice IS given a rotation number according to the 
entry in the Purchase Journal The invoices are then 
filed in an arch file m the order of rotation numbers 
When the amounts are posted to the Purchase Ledger, 
the porting reference consists of the number of the folio 
of the Purchase Journal and the rotation number of the 
invoice Thus if the folio number is 15 and the invoice 
number is 122. the reference will be written as 15/122 

When credit notes are received from the suppliers 
for the goods returned, they may be entered on a page 
following the pages on which the invoices for the month 
have been entered The total of the credit notes should 
be deducted from the total of the invoices for arriving at 
the net amount of the purchases 


Finally, the payment for the invoice amounts, will be 
made by the cashier according to the routine of the office 
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Care of Outward Invoices 
The outward lovoices reqnire to be treated very 
carefully as any negiiKence would lead to unnecessary 
correspondence and sometimes even spoil the name of the 
firm The following procedure may be found useful in 
taking care of the outward invoices — 

(a) Handling the Order — ^Vhen an order has been 
received It shoofd be registered lo the Order 
Register This Order Register may be 
maintained in the form of a book or a loose 
leaf pad The latter procedure is adopted m 
large scale establishments The bcok may be 
ruled m the foitowiDR manner 


Order Received Rook 



From the above register, duplicate despatch 
orders are prepared One copy is sent to the 
Despatch Department and one is retained in 
the office When the order has been complied 
with, the Despatching Department sends back 
the despatch order for the preparation of the 
invoice 
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IW Invtacitfg — The Oatward Invo ce Clerk Ihen 
prepares ihe nvoice m daplicate Somehtnes 
more ccp e^ are taken cot and then <□ that 
case for different copies papers of different 
colours are used One copy is seat to the 
Accooafs Department and one to the cnstomer 
In sending the latter copy care js taken to 
see that it is posted immediately so that it 
w 11 reach the consignee before or at the 'ame 
time as the goods reach 

(e) The Salti Book and tkt Ledger ~One of the 
accoonts clerks then enters the invoice in the 
Sales Day Book The entn-s m this Book 
are the invoice ottinber cnstomer 8 naiae 
and address and the total of the invoice 


Sales Day Book (Staple Form ) 



As the invoice IS entered into the Sates Day Book, 
the folio tramber is written on the invoice Then they 
are filed is the same order for the reference of the 
auditors at the time of the penodical andit 

From the sales Day Book, the clerk will post the 
amounts to the re<pectjve ledgen of the csstom-rs 
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When any goods are returned, a credit note is sent It 
IS then entered in a Return & Allowances Book (Inwards' 
which IS similar to the Sales Day Book From there the 
Item IS posted to the credit side of the customer s ledger 

0 ^ Specimen Ledger Account 


/fi nccoiiul wtth 


Date 

Fart) 

culars 

£ 

Rs 1 

1 

f'r 

(S 

Parti 

culars 

Folio 

Rs 











! 

1 

1 



Thus treatment of the invoice in the above manner 
finally shows the indebtedness of the customer m the 
Ledger Book of the frm or the company 

Use of Machinery for Invoicing 
In small concerns invoices are either handwritten 
or typewritten But this method has been found incon 
vcQient and also costly m big business offices in America 
and Europe Mechamcil methods therefore are bung 
adopted for invoicing The Elbot Fisher Roll reed 
Invoicing Machine is one which is used in such t ig 
offices It can give as many as twelve copies of an invoice 
without being required to change either carbon or the 
paper and operator can take out as many as 500 invoice'v 
in a day 

Where this machine is found costly, another smaller 
inioicing machiae— The Duplex Autographic Desk can 
be used This machineis also automatical)}’ fed by a 
roll of carbon and paper It gives from two to five copieb 
Nearly 250 to 500 s is can he easily taken ont 
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COUNTING HOUSE ROUTINE 

Opening Collecting Paying and Checking 
of Accounts 

The success or failure of a modern business house 
with a variety of transactions ultimately depends upon 
a ]ud Clous control over (be available cash resources 
tnd a proper keeping of the account books If the cash 
resources are not properly handled, it is possible that the 
business might fail because of the insufBcieDcy of capital 
If the account boo's are not maintaiBed in order, very 
soon the business will be faced wiih chaos loeihcient 
hook keeping IS one of the mam causes of the failure of 
many business establishment* 

To maintain a proper fioancial control therefore, it is 
necessary to keep at least (he following bool s 
Hooks of Original Entry 

(1 ) Cash Book 

(2) Petty Cash Book 

(3) Pmchase Book or ln\oice Book 

(4) Sales Journal or Day Book 
Ledgers— 

15) Purchase Ledger 

(6) Sales Ledger 

(7) Geneial Ledger 

It is proposed to discuss here the counting house 
routine with regard to the cash book "lod the petty cash 
book only 
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Cask Book 

Tfc? ash bcoi is b> a ttad^r or a cociiierntl 
o£ce for the purpose of r«ordicg receipts ard paym^Ets 
of cash. Oa the !“ft baEdetde,*-«.»<!^bit «ide are record"d 
the receipts cf pay tacEts mad* by cc«tociefs, the aaicEB: 
of d.£COcnt aiiowed and aft? tiiets»rc:’*ats mad* irtc? the 
bonk. Oa the nahi hand «tde * cred . side 

entries regardias paytaea*s raad* to creditor*. di cccat to 
wh ch the oSce i* entitled aad the checjc“s draw* oa i^’e 
banl. are cad* 

A «pecitsea page of a three coluan ca«h book i* 
given cn the left bard pane 

The cash book »s g»DcraU» kept by the head cashier. 
The eatnes oa the d-bcc or credit stde are made accord ag 
to the m“rccmnda or ccoate'foils cf receipts a2dpa>ni"ct«. 
Thereafter as soon as possible the te*pect»ye eatr«e*ate 
made to the credit or debit sid* of the led5»t accoBci*. 
The work of keepicg the cash fccck i* Tendered eaee b% 
ob«ervi 8 ? the foUowicg rc'es — - 

All Cash receipts should be acknowledsed oa 
priated cash receipts with coca'*t{oils 
(r? 4{f payments above a certain sam {sav K*.. IC|7 
shoold be trad* by ceaE* of a cbeqc* Pav 
tsents shontd cot be tsade ccI“S* the bill or 
the voach*r IS passed by th» cEce' cocoem-d 
IJJ All dailv cash should 6e bank-d 
(4) For pettv payraenfs a weekly, fortcigatlr or 
Hioaihly cheqc* shontd be drawn and the 
amocnt band-d over to the Petty Gashier 
(5f \k hen the cash transactions are nnmeroa*, the 
cash beck shoald be balanced datlr 
(6) From time to time the Bask Pav» Book shontd 
be tallied with the balance shown by the bank 
column 
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Turtl er U is Mw^ys des rable lint tbe cashier who 
handles the ca^h received from customers and others 
should ha\e no part in writint' ii|i o( the ledgeis in which 
the customer s accounts are recorded As far as possible 
he should neither have aay part nor control oierthe 
ledgers and the posting work 

Petty Cash Book 

In every business office even though nil the cash 
receipts are paid into the hank every day and all payments 
are made by cheque it is usually found neccssarj to keep a 
small sum of readv money to make payments for telegrams, 
postages tram fares carriage, etc This sum is termed. 
Petty Cash It isgeneratly handed over to a clerk in the 
cash department who is then known as the Petty Cashier 

The head cashier usually hands over n certain sum 
of money to the petty cashier At the end of a week, a 
fortnight or a month according to the practice of the office, 
tl e sum that 13 spent by the petty cashier is gnen back 
to litm in order to restore (he petty cash to its original 
figure This method is known as the Imprest System 

The petty cashier is usually given discretion to spend 
money according to the requirements of the business 
Though this IS generally true m some ofiices it is a 
practice that before certain types of payments are made, 
the necessary payment orders should be countersigned by 
(he cashier or the accountAnt Another pr:ietice that 
prevails m many oflaces is that in certain cases where 
expenditure is incurred but i voucher is not likely to be 
available (e g wlen a taxi is u«ed) the pelly casliier 
obtains a pel/} rash toucher duly signed ly the person 
concerned 
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PeTT\ PASn VoUCHFH 


Folio No 

Date 

194 

Paj ment for 

Amount 

' 1 

1 

Rs 

1 


Heed by Passed by 


As said before the payments made by the petty cashier 
are recorded in the petty cash book It may be a simple 
cash book without separate columns for different items 
of expenditure , or it may be ruled in such a manner 
that the expenditure locurred under different headings is 
recorded in separate columns In the fust t^pe of booV 
the expenditure under different headings will have to 
he totalled up before polling it to the Expense Account 
in the Ledger In the second case th“ totals are available 
at the eod of the co*omos whenever the book is balanced 
The columner petty cash book is more useful when the 
petty cashier is called upon to make a variety of payments 
The specimens of the two types are given overleaf 
Credit Information and opening of accounts 
Before credit is gnen to traders and firms, it is 
essential to make enquiries about their standing, business 
reputation and financial capacity In spite of the usual 
care a number of business offices are requ'ied to write 
off at the end of a year accounts which ire irrecoierable 
What would be the amounts wntien off if proper credit 
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PETTY CASH BOOK (With analysis colu mns) 

ParlicukTa ] Total Icarriafiej | | expense 
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11 j Balance b/d. 
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enquiries were not made ? To avoid such an eventualily 
no efforts spent on ollecting toformation would be loo 
preat, 

Re/ertneta There are different ways in which 
information may be collected When an order has come 
from an unknown firm and goods hare to be ^oJd to 
il on credit, the firm generally gives references If no 
references are received il would be wise lo make a polile 
enquiry about them When references have been 
received confidential letters should be addressed lo the 
persons concerned to elicit the necessary information. 
The following are some specimens of Irtteis addressed 
for this purpose. 

Inquiry To A Butwesa firm 

Co!i/fde?ifi<il— ^U«sr« DeUl & sb«h, K»opur», Barudn 
have placed an or<l«r with ns and reqne-ied ns to open an 
account in their favour Ther have c’ven us your nane for 
referSDCe and otate that thev ham done hua ness wnh voii for 
niHnv yeara Mav w« kunw lo eoi Silei oe if you find their 
Hccount aatKfactory and whether you cousider them good lor 
credit to the extent of t(« iSdO/ * 

We shall treat joor reply e« etr cily coafidestia) aod 
we sball alao he glad to reciprocate in ainiilar enquiries from 
you il and when neceaaan 

Reply Frtvonrtrbfe. 

Conyfifeiifiiif— With re/erenee to your letter of the . ins 
text we h»£ to fay that thiH firm has enjoyed our confidence 
lor many years and tberelore. we shoald have bo bseitation 
In givinc theu) credit uplo a autn of Ba ir>00/-. 

Unfavourable Reply. 

Coii/Trffiifitjf— With refereoee to yoar letter of the „ in«t 
neare rather .urpneed to read that the firm meutioied by 
yon should have Eiven oiir name for reference Our bn^ine's:, 
with them wa. very smell end recardiug paymentue fouod 
them vary slow We, therefore^ regret to state that we are 
not inclined in recoiniiiend them for the ainoant ul credit 
mentioned by j ou 
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Request for References 

We thank you Ter\ m ich foe Toof ralne 1 'f ler Uini the 
It !« out T»n*t pracc ce ae n matter of mere h 1 iae«a 
routine to caU for ref^rettce* when « ne » aec-Joat ij to be 
opened •nd therefore we «haH fee) ob leed if yo i will 'end 
them early We assure Ton that vo tr order will re nye e-rlr 
our earnest attention 

Letter t j/A yl fro forma Inroice 
f rrften rrpitfs to re/rret? « tre uns tetory) 

W Uh reference to vonr order of the mstint we 

beg to eneloee herewith a pro forma inTTsice The uoo is are 
ready and mil be promptly despatched on receipt of the 
amonnt mentiony 1 in the accoisranyios lOr cp 

in/ormafian Agencies— Aoothei method for ■ecoiics 
the neces«3ry credit mfonnatioo is tbroosh inquiry agencies 
or information bureaus They make it their business to 
collect mformaiioa reuatdiog the hoaocial standing and 
commercial hooe:>cy of different tradio? hou«ea Snbsciibers 
of tbe«e ageuciea gel the lofotmatiOD easily and for a 
teasouable charge These information agencies hare 
des eloped successfully id America and Europe One of 
such \mencan agencies has neatly 200 bmnehes Situated 
in the importact commercial cities Of the world U is 
however, very unfortunate that no such reliable insliintioas 
have bees started in India 

Oftmon Book or Cord Index — The work of the 
counting bon«e does not end with oserelr 'ecuricg re/e 
fences when accounts are opened It mast see that this 
lafortnation is recorded and kept opto date by malciDg the 
necessary changes from time to time It would therefore, 
be necessary to maiataiu as lotelligeace departneat in 
the office The work of this departmeat should be to 
gather lo/otmatioa from all possible sources and ecord 
It IB aa Opinion Book or a Card lude-t arranged 
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o( the agreement or the trade custom or record it in 
such a way (hat payment will be made on the due date 
Siatemenls cj Accounts Due the end of a certain 
period (generally one month), the accounts department 
will prepare a statement showing the accounts against 
which payment is due 


Aecoiinls Due, Jan, 1st 


Ledger 

foliod 

Name and 
, Address 

Amount 

Allow 
' aoce 

Cash 
&. Dis 
count 

Date 

paid 

Re 

marks 

10 1 

Shah and 

Rs ja^p 

R»a p 





Patel ' 

254 0 o' 

4 0 

1250 0 o' 

Jan 10 



Nadiad 

1 





3 

Luxury 







Emporium 

100 0 0 






Baroda 



1 


Jan 13 


The above method becomes useful where the number 
of accounts is not very large If the number, however, is 
very large an alternative method of preparing a card index 
of the account holders would be found more convenient 
The cards may be prepared is the following manner 

A/c No Date [Q4 

Naur Status Report No 

XDDRESS 
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Statement 0 / Acecunt — Wfaen tfce nfcessary sUte 
nent has been prepared, the neat «!ep is to «end a 
Statement of accoaat to the costoroer Usoally on 
receiving ft the customer uoderstands that it is a miM 
reminder for payment and he will forlhailh make arrange 
merts for settling the accoant But it is also likely 
that certain CE'iomers may cot pay aoj heed to it It 
then becomes n“ces«ary for the o*®ce to take farther «ieps 
for collecting accossts as early as po<*ibIe 

Palloic' up Letters —Oace it i« koowo fnat the 
enstemer is not pacing any atteotion to the payr^ent of the 
accoant the matter require* 10 be handled very carefnllv 
Id proposing any actioa the bosiO'ts man «boald remember 
that he rvaots to collect the acconot aod at the same 
time keep the enstomer if be can help 11 A shiewd 
business man therefore will try to oDdersiand the 
pvycbology of (he ctstom*r before devising bis approach 
The debtors oray b* classified as U) prompt debtors 
(2) <lo« d*btOf«, (31 cirel»«5 debtors aod (4 mdiferent 
debtors After the d'bto's bare be*o cla5«ified he *bonld 
se* to which cla*5 the debto" belongs Then he sbonld 
write follow np letters at an interval of ten to fifteen days 
cntil be comes to the conclosion that it is not po°*ible to 
collect the acconnt by ordinary methods 

1 The successive follow up letters *honld be somewhat 
in the following manner — 

(1) The Jirst letter should coorteoosiy draw 
attention to the overdue acconnt 

tTe notice at at the atueaej accoaat is some 
what overdue Ao doabtitbu been overlooked 
and therefore we beg to draw your aiiention to 
it and reqae'i the favour of ao e^rly remittance 
bhoafd t i-r* be aov (ni in tie account yoo 

w ]| kinoly no fr os 
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(2) The second letter should be s^nt at the end of 
ten days and should be worded politely yet 

We regret so notir^ that we hare rot Tfcarved 
a reuiittaBee »n raspodse co oar l>*tti»rof 
The areotjnl of Ra hi* Keen -tandcrit 

«g» ft'E yoar name for the fa«t two month* and 
therefore wo mo«t re^neet roo to cive it yonr 
immediate attention 

(2) At the end of another ten days a third letter 
shonld he sent worded stiffly 
Re Our Account Rs 245, 

It IS wtib ereat rela<*taoee that we have to 
repeatedly draw year attention to the above 
aeeoast Althoosh yeo have been written to 
rroTtootly, yoo d«not«eeni to bo ineltned to 
r“6ty UnUea iherefore, settI»TTj»nt i« maae on 
ir before . . ..oex', wo regret w« b! all hare 
to take <reps to enforce payment. 

(4) The fourih letter shoold be sectafter (he lapse 
of a respoQ*(bIe doe so that if the debtor is 
in great diScalties he should have sttfflcient 
time to make arrangements In this letter a 
hint about legal action may be given. 

In epite of many reminder* we have not still 
recfived any reply wi»h r<-fer»oce to yonr oat 
staDdinir acconnt of R* 245^0-0. If lh» amonnt 
IS not remitted in tim*. moss reluctantly 

wp» Bhall haTe lonlaceth^ mutter intbehand* 
of oar lagal adviser. 

As far as possible these follow op letters should cot 
be sterentted a« the appeal will depend on the catnre of 
the ccstomer yoo are required to tackle These letters, 
however, sboald be as short as passible They should not 
be written on open postcards The amount that is due 
should be wntteo in such a way that it will not e«cape 
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the attention of the reader As a rale these letters need 
not be written in an apologetic tone 

CoUeciing Agencies —When the letter have failed 
to evoke any response, ohvionsfy the only course now left 
for the business man as to first use the services of a 
private collectinit agency and then of the court of law In 
America and Europe there are instatutions which under- 
take the work of collecting on a very wide scale In 
India there are some collecting agencies which undertake 
to collect overdue bills for a small charge Hut by far 
the more common practice is to send a bill collector wbo 
IS in the employment of the commercial office 

Civtng Receipts — Whenever temittapce is received, 
a receipt should be made out lo favour of the sendei 
Each receipt above the sum of Rs 20l- most bear a stamp 
ofoneanoa Tbis is generally caocelled by signiogover 
It A commercial office osually prints its own receipts 
which are bound la the form of a booh. A specimes of 
receipt is given on the next page 

Though the b luod receipt book with counterfoils are 
used in the ma]onty of offices, sometimes one comes 
across other variants like receipted statements or receipted 
invoices The idea behind soch a practice seems lo be 
to facilitate (he work of the receiving cashier who can 
very easily hod out from these documents the amount 
which IS due But in the adoption of such a practice 
there is no counterloil left for the record of the receipt 
given and, therefore, receipted slalemenls or invoices 
are not very advisable from the point of sound business 
practice 

If the remittance received from a debtor is rn part 
payment of the account due, the words on account are 
written on the receipt This indicates that the whole of 
the account due has not been settled In case the amount 
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received is in excess of the account, the following words 
should be written on the receipt — which amount v>e hate 
duly patied to your credit In makinz payment if the 
customer has deducted a wrong amount of discount, a 
courteous letter should be addressed to him pointing out 
the mistake and demanding its rectification In preparing 
a receipt if t( is spoiled, it should not be torn away but 
should be retained in the book with the word cancelUd 
written against it 

As regards the despatch of receipts, care must be 
taken to see that they are promptly sent soon after the 
amount ha< been received It maj be sent without a 
covering rote as is the general practice now a days . or it 
may be sent with a formal covermg letter to the following 
effect 

We thank } on verv much for your remittaneo of Hi .. .. 
in setllement of ouraeeoiint and have pleasure lo enclosing 
herewith our receipt 

Checking and Paying of Accounts 

The payment of accounts generally depends on the 
terms agreed upon between the parties or the custom of 
the trade In this connection there ate certain phrases 
used which indicate the terms of payments Prompt cash 
means the payment mast be as soon as goods are received 
Though this IS true m some cases, usually three days 
are allowed for making payment, 2\*f* prompt means that 
a cash discount of 2i% will be given if payment is made 
within a few days Ready cash or cash means that the 
settlement should be made within ten days COD means 
that cash must be paid jnst before goods are delivered 
Though these terms are nsed in some transactions, the 
common period allowed in wholesale and large scale 
retail trade is net 30 days, or 2*« 70 days, net 30 days , 
when these terms are given the creditor sends a Statement 
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of Accoont at the end of the month It is taken by the 
debtor as an mdicaiioa that the time for payment has 
come 

Checking Statements - When a statement is received. 
It IS the cashier s or his assistants duty to check it He 
should look up the suppliers ledger account and see if the 
statement is correct according to the details of the invoices 
entered in the ledger If however, the ledger shows 
only the total pf the invoices then he should compare 
(he statement with the purchase joarnai or, if necessary, 
even with the invoices In checking the statement care 
should be taken to see that the terms regarding discount 
and the period of credit have beep properly observed If 
all the details have been found to be correct, the statement 
should be endorsed to that effect bv the cashier or bis 
clerk This is generally dope by using a lubber stamp 


Passed For Patufnt 
Date 

Certified by 


Theve certified statements then should be kept in a 
date hie so that they will automatically come for payment 
on the speciSed day 

Pay Day— It IS a practice in commercial offices to 
make payment to their creditors on a fixed date This 
date will be fixed after taking into coD«ideration the 
terms of credit It may be the tenth or the fifteenth 
of the month according to the custom of the trade 
Smaller payments upto a certain sum, however, may be 
paid on a weekly basis When payment is to be made 
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against a bill of exchange (See Bills of Exchange), the office 
arranges with the bank for its payment on the due date 

Methods of Mnkmg Payment Therfi are different 
methods commonly u'edfor paying accounts — money order, 
postal order, cheque or bill of exchange 

Money Orders are used by those persons who have 
no bank accounts and hence caoooi pay by means of a 
cheque When money is sent by money order, care, 
should be taken to see that a receipt is given for it and 
that the name on the receipt corresponds to the name 
on the form 

Postal Orders are used (or making very small pav 
menis They are issued lo blank and the holder can 
put any name he likes They can be err seed tike cheques 
Crossed postaN orders can be collected only through a 
bank Between postal orders and money orders, the 
latter should be preferred because the names ol the sender 
and the receiver are recorded on the postal form 

By (at the mote common practice is to settle the 
accounts by means of cheques (see Cheques) The cashier 
draws dilfereat cheques according to the statements of 
account for which payment has to be made In drawing 
the cheque, if it is spoiled, the cheque form should in 
no case be torn into pieces The word Cancelled should 
be written on ir and it should be retained m the cheque 
bonk. In Ailing up the cheque care should be taken 
about the creditor’s name and the amount payable on 
the counterfoil of the cheque should be written the amount 
paid as well as the discount received to facilitate the 
work of writing up the cash hook The cheque and the 
statement of account are then pinoed together and sent 
for the signature of the officer authorised to sign cheques 
When the cheques as signed by the officer, they 
should be carefully folded togethei with the statements 
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of iccounts in payment of which they are drav.n and sent 
to the creditor At the same time the cashier should 
enter the amount of the cheque and the discount re 
cetved in the cash book From the cash book the aroount 
will be posted to the creditor's ledger m due course 

In sending the cheques usually no covering letter 
IS written to the creditor But some offices send a pf'U'ed 
memorandum with the words Wilh compUrnents 

FoKc/tei Chtque In western countries the practice 
of using cheques with receipts attached to them is growing 
rapidlj It consists of the cheque particulars *he 
Items co\ered by the remittance and the pa>ees receipt 
It owes Its popularity to the following advantages 

(1) There i« no necessity for returning the state- 
meat 

>2) \ covering letter is not needed . 

(3) It ensures an acknowledgement being receited 
for the amount paid 

As far as the writer's knowledge goes, there are 
no banks in India which issue such cheque books It 
also said that such a cheque does not confirm to the 
requirements of land A specimen of such a cheque is 
guen on page 154 

Bill of Exchange —Settlement of acconnts i* some- 
times effected by means of a bill of exchange- How the 
bills of exchange are drawn and how they are used in 
settlements is fully discussed in the next chapter for the 
present it may be stated that the supplier may draw a 
blit on the purchaser for the a-nountofthe invoice The 
latter would accept it and agree to pay the sum mentioned 
ID It on the specified date When the date arri’-^s he 
arranges for the payment, a« stated before, through his 
bank Traders and commercial offices must take care to 
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make proper anargsrceais tbe paTmept cf a bill c£ 
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r/i Rectipt —As soon a» the amount is received the 
creditor sends a receipt or acknowledgement, preferably oa 
the e-ime day If there is anv error m the seulemeni of 
the account, he may merely acknowledge the aaount and 
draw the attention of the cnsiomer to it and demand its 
rectification. But if do receipt or ackoowledgemeDt Js 
received, the cashier should draw the attention of the 
supplier to the omission after about a week When 
receipts are receued they should be securely filed m 
folders m the «arae order as the entries in the cash book 
This facilitates the work «f the auditor at the time of 
checking the account books. 
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defioition one finds that a promissory note to be ^alld 
must fulfil the foUotMng essential conditions 

(<t' /( must be tn virtlftig Thi« means that 

a verbal undertaking mil not be regarded as a 
promissori note 

(b) 11 miisl gtte an uncondtttotiat underrating 

to f’oy Firstly there must be an express 
promise to pay and second!' it must be un- 
conditional A note which merely acknow 
ledges a certain ncnount of debt without 
expressly pTomi«ing to pay or which make* 
payment conditional on the happenmc of 
something uncertain will not be regarded as a 
valid note 

(tf) It must be stgtied bs fbe makef The 
signacore will make it clear as to (be person 
cvho undertakes to pay tbe amount promised 
If the maker is an illiterate person his thomb 
impression or aoy other mark wi}] be sufficient 
(dt The amount payble must be certaiu —It 
means that the sum most not be subject to 
changes later 00 Mention of lOterest, lOsial 
ments or rate of exchange do not effect Ihe 
validity of the note 

fe It must undertake to pay money and money 
only If tbe maker nndertnkes to do some* 
thing besides the payment of a certain sum 
of nmney, tbe note will be invalid 
[/) The /loyee mast be certain — The promissory 
note must make clear as to the name of the 
person to whom money is payable A person 
will b* regarded as definite even if he is 
misnamed or he is designated by de«criptioti 
only 
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(fi) Placf, date orltme of payment do not form 
an es<*‘ntial part of a promissory note and 
h«nce their omission will not Miute il« 
validity 

/^«»ids of promt^sory holes — Thfr^ari- three kinds of 
promissory notes which the 4cl recognises (1 a promise 
to pay 10 a certain person only (2 a promise to pay to the 
order of a certain person (3) a promise to pay to the 
bearer 

Promissory notes may also be classified accordine to 
the nature of the responsibility of <he makers when it is 
made by more than ooe persoo The responsibiJitv may 
be (a) joiDt. or (b' }oin« aod several When the respon«i 
bility IS Joint, all (he persons are jointly liable and will 
have to be sued loireiher , if li is loint acd seteraJ, a suit 
for recovery of the whole of (he amouoi can be filed aRainst 
any one or all of them 

Specimens of promissory notes are given below 
Promissory Note 

Bombay, 20th Aprxl, 1939 

On demand (or ihrcc moDths after da*el I promise 
to pay Mr L b Shah or order the sum of rupees five 
hundred only, with interest at 6 p c per annum, until 
payment, for value received 

Rs 500/ Stamp F P Patel 

Signature I 
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Joint Promissory Note 


Bombax, 20 tU AfttU 193^ 

On demand we oromise to pay Mr Is ^ hohoni, the 
com of Rs me hundredonU, with inieiest at o p c per 
annnni, nniii payment for talue recen ed 


Rs 300 


N B fitifkarni 
C ^ Satpute 
D G Gore 


Joiol And Several Promissory Note 


Ahn-ecl^bad ZO^h t5S9 

Si^ tsosths alter dale rre joiotW and «e\erally 
promise to pay to Mr L S. Srah or order the sum of 
rapees five hundred, ttiib loierest at 4 p c per asQum 
for \alne received 


F P.PateJ 
r. K Shah 


Siguafwrej 


The Sfam^ Ditiy The Indiau btamo Act lays down 
the foUowiog rules regarding the stamp to be affixed to 
promi««orj octes 
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(a) When payable on demand - 

If the amount or \a1ue does not exceed 
Us 250/ One anna- 

If the amouDt or xalne exceeds Rs 250/- but 
does not exceed Rs 1,000- Two annMS 
Id any other case Four annas 

(61 If payable otherwise than on demand The 
same duty as on 
blits of exchanpe 
( See Bills of 
Exchange) 

The stamps prescribed aboie are ihe revenue stamps 
and not the ordinary pcstal stamps^ 

Prtitnimtiit Jor The follouiog are the 

rules for securing payment of proinis*ory notes and should 
be cerefully noted as, il they are neglected, an unscrupu* 
lous maker might take advantage of the loop'holes in law 
to the detriment of the creditor. 

Timic of payntct’l — 

(а) A promissory note payable at a certain period 
tt/ltr sighf must be presented to the maker 
by a person entitled to demand payment 
After sight means that the neriod of the note 
Will start after it is exhibited to (he maker. 
Thus to decide the date of maturity present- 
ment for sight is necessary Such presentment, 
however, mnst be made within a reasonable 
time after the note is made and in business 
hours and on a business day. 

(б) A promissory note payable at a specified 
period after date or sight thereof, niu«t be 
presented for psyoieat on the day of maturity 
If there be any delay , parties other than the 
maker may escape from being liable under it 



PROMISSORY NOTES & BILLS OF EXCHANGE jsl 


(c) Where a promissory note is payable on demand 
and iS not payable at a specified place no 
presentment is necessary to charge the maker 

(c/) If the promissory note is payable in instal 
ments il must be presented for payment of 
each instalment within three days of the date 
cf payment 

(c) If It IS payable on demand it must be presented 
for payment within a reasonable time after 
it comes ID the possession of the holder 
Place oj Presentment — 

(/) When a promissory note is made payable kt a 
particular place and not elsewhere it must be 
presented at that place otherwise the liability 
of all the parties will be discharged 

(g) If no specific place is mentioned it must be 
presented at the place of business, if any, or 
at the usual residence of the maker 

(h) If there is no mention regardins a definite 
place of payment and if the maker has no 
fixed residence, it may be presented to him in 
person vvberever be could be found 

Dtfjtrence between a Promtssory ^7ofe and an lOU 
An J O U IS abbreviation of ‘I owe you and merely 
represents an acknowledgment of a debt It is not a 
promissory note (hongh very often is confused to be one 
Hence it is not negotiable and does not require a stamp 
A specimen of an 1 O U is given below — 

Karachi 20ih April 1939 

Mr S D Lakhcmi 

1 O U Rupees one hundred and fifty only. 

Ks 150/ N S \asvani 
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Bills of Exchange 

DefimUcn-^A bttt cf exchange ts an tnslrtuHenl tts 
wrtling coiiIrtHUMfi an nnctindUtonal order, sififterf by the 
maker, directing a certain fiersoti lo pay a certain 
sum of wiofiey only to or to the order of a certain 
person, or to the bearer of the uistrument* 

An analysis of the above definition will show that 
to be valid a bill must comply with the following essential 
conditions — 

a) It >rust be »« writing 

(fj It must contain an uncondiltonal order to 
pay This means that a mere reauest to 
pay will not amount lo an order Similarly, 
if the order is made conditional on the hap 
peninrr of n contmjrency, the biJ) will not be 
valid 

(cl It must be signed by ike drawer 

(rf) The name of ike drawee must be mentioned 

ie) The sum pajable must bedejlnite — Mention 
intt laterest or rate of evchange does not 
make the b II invalid 

(f) The order contained tn it tnttsf be for inowey 
and money only 

(g) The payees name must be stated in it 

The definition further shows that there are three 
parlies to a bill of exchange They ate — 

(1) Drawer — the person who makes a bill of 
exchange 

(2) Drawee— the person who is directed by the 
drawer to make payment of the bill 

(3) Pff^ce— the person to whom the payment is 
directed to be made 

Advantages of Bills of exchange — Of all the docu 
ments used in modern commerce, the bill of exchange 
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IS a very important because of its usefulness in credit 
transactions A large number of bills of exchange is 
used in the national and international trade The principal 
adtantaees of this document are 

(1) It gives definiteness to the amount of debt 
and the time of its payment 
• 2) The document being negotiable (1 e , the 
property in which can be transferred from 
one person to another) the Creditor can dis- 
count It with a bank or any other financing 
agency and get an immediate payment The 
debtor, however, will be called npon to pay 
only on the date 00 which he has agreed to 
pay The bank or the ficancing agency holds 
the bill umil then For giving this facility 
the bank charges a small rale of discount 

(3) By the nse of bills traders and manufacturers 
get the advantage of the use of commodities 
immediately witboot being regoired to male 
payment forthwith It is 3 means togixe 
credit 

(4) If It IS lost It can be replaced Moreover, as 
there is an intervening penod before payment 
IS made, if it falls into wrong hands, there is no 
danger of payment being secured immediately 
as necessary precautions can be taken to trace 
the mistake 

Kinds of Bills of Exchange —Btih of exchange are 
of two kinds inland and foreign Inland bills are tbo«e 
which are drawn or made in British India and made 
payable upon any person resident in British Ind a A bill 
not drawn in the above manner is regarded as a foreign 
bill The foreign bills will, ifaerefore comprise of 
thc'e (1) which are both drawn by, and made payable to 
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persons onCstde Brittsh Indta , (2) which are drawn in 
British India but are made payable to persons resident 
outside It , (3) which are drawn outside but made payable 
to persons resident id Bniisb India 

There are other dilTerences between inland and foreign 
bibs of exchacge They are (a) An Inland hill usually 
consists of one document only ; the foreign bill js generally 
drawn in se/a of two Of three with the object of atoidirg 
delay by its loss in transmission Each part is sent by 
the subsequent mail so that if one ts lo«t the other may 
reach in a short time Each is numbered and provision 
IS made that if one is paid the others become automatically 
inoperative, t e , the whole constitutes only one bill 
Each part is termed as sm When draws singly, it is 
termed as sola ; (b) as will be seen later on, noting and 
protesting when a hilt is disbooosred, are necessary in 
the case of foreign bills but voluntary for inland bills; 
(c) the foreign bills are usually drawn at usances Usance 
IS the period fixed by custom for the bills drawn in one 
country and made payable m the other Island bills have 
no such customary binding time limit* 

The specimens of inland and foreign bills are given 
below 


fntand Bill 
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Foreign BiU of Exchange 


£ 150 0 0 London tOth January 1939 

Sixty days after sight of this First 
of Exchange (Second and Third of the 
same tenor and date unpaid) pay to 
Our Order the sum of one Hundred and 
Fifty pounds for value recened 

To. Messrs ROY & CO, 

Clite Street HENRY JACKSON & Co 

CALCUTTA 


Stamp 


They specimen given above is that of the first of 
a set of three bills In (he second the wording will 
be— Frrsf and the Tktrd of the same tenor and date 
teing unpaid in the third the wording will be the 
First and the Second of the same tenor and date 
6etng unpaid 

Acceptance — In order to fix responsibility for payment 
on the debtor {1 e drawee), the bill is generally presented 
to him for acceptance which may be defined as the 
signification by the drawee of his assent to the order of 
the drawer ' The acceptaoce must be written on the 
bill Itself This may be done by writing the word accepted 
accross the bill and by sigomg below it An acceptance 
will be sound even though the word accepted is not 
written Mere signature can ^jve a valid acceptance 
Acceptance is not complete until the bill is delivered to 
the holder thereof or a notice to that effect is given to 
hm DT to his agent 

As regards presentment for acceptance, a bill of 
exchange payable after sight or foyable a number 0 # days 
after acceptance must be presented for acceptance Other 
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bills Deed not be presented It is, however, advisable to get 
every bill'accepted as the liability of the drawee is secured 
on the bill 

The assent given by the drawee to the order of the 
drawer may be of two kinds When the drawee accepts 
the draft without anj qualifications, it is known as gtneral 
acceptance If, however, he accepts if conditionally, it 
IS known as qiiaUfied acceptance The following are the 
t>pes of qualified acceptances — 

ta) Condthona} — When payment is made coaditional 
on the happening of something, e g 
Accepted subject to my receiving 
money from my creditors. 

(b) Parfiol— When a bill is drawn for^Rs 5, 000/* 

accepting M for Rs 2 500/* only 

(c) £>ocoI~When the draft is made payable at a 

pariicularplace aod //irre onlf 

(d) Qualified as to fime— Where a bill drawrt 

payable 60 days after date is 
accepted payable 90 days after 
date 

(«) Aceepiattce by some Drawees onlji'-When the 
bill IS drawn on two or more 
persons, when they are not part- 
ners, acceptance by all of them 
IS necessary. 

Qualified acceptance is i sufficient ground for the 
holder to regaid that the bill has been dishonoured He 
might then give a notice of it to the drawer and other 
parties (t e , endorsers) who are liable to him- If, however, 
he accepts the qualified acceptance without the cousent 
of these parties, they will be discha^ed from their respon- 
sibility. 



PROMISSORY NOTES L BIILS OF EXCHANGE 167 


In order to provide against a contingency of the biH 
being dishonoured by non acceptance or, as will be seen 
later on, by non payrnent the drawer generally trrites on 
the bill the name of a drawee im case o/ need. Another 
way IQ which a bill may be accepted, if the original 
drawer refuses acceptance, is that after the bill has been 
noted, and protested any person who is not already a 
party liable on the biH, might accept it for the honour of 
any party to the bill with the consent of the holder He 
IS known as Ike acceptor for hotto»r The procedure 
regarding dishonoured bills is esplained later on 

Generally 48 hoars arc given to the drawee to 
consider as to whether he will accept (he bill or not The 
different specimens of acceptances are given below - 
General Acceotance (1) L S Shah 

(2) Accepted 
L S Shah 

(3) Accepted payable at Bank 
of India 

L S Shah 

Qualified Acceptance (I J Accepted payable on de 
livery of the B/L at the 
National City Bank of 
Cofldi/ioiiaf New York. 

L S Shab. 

Partial (2) Accepted for Rs 300/ only 

Bill for Rs, 500/* L S Shah 

(3) Accepted payable at the 

Aocaf Bank of India and there 

only 

L S Shah 

(4) Accepted payable in 

Qualified as to tune 3 months. 

Bill drawn at 2 months L S. Shah 



]68 


itETHODS A MACHINERY OF BUSIVESS 


Negotiation — It was stated before that promissory 
notes bjJJs of exchange and cheques are negouable 
instruments The property in them can be transferred 
when ‘bey are payable either to bearer or to order The 
act of negoiiation consists in Iransfernnc the document 
from one person to another in sncb a manner that the 
latter becomes the hoMer of it, < e, the property is vested 
IQ him lawfnily If the mstinment is a bearer instrument, 
negotiation can be effected by merely delivering it , if 
It IS payable to order, endorsement and delivery are 
necessary for negotiation The meaning of negotiation 
will become clear from the explaoadon of terms holder, 
bearer, order, endorsement and delivery 

Holder— He is the person who is entitled in his 
own name to the possession of the negotiable 
docnment and also to receive or recover its amount 
from the patties to It ‘Hiis means that a person 
wso IS IQ mere possession of the docnment cannot 
be called its bolder, e g . a tbief 
Holder tn due coi/rje— Holder in due course 
means any person who for consideration became 
tbe possessor of a negotiable instrnment if payable 
to bearer, or tbe payee or the endorsee thereof 
if payable to order before the amount mentioned 
in It became payable and without having suS 
ctent cause to believe that any defect existed 
in the title of tbe person from whom he derived 
his title 

Payable to Bearer— K Negotiable instrument is 
regarded as bearer jf it is expressed to be so 
payable or if the last endorsement on it is an 
endorsement m btanfc 

Payable to Order —A negotiable instrument is 
payable to order if it is expressed to be so payable 
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or which IS expressed to be pijible to a certain 
person ind does not coolam any words pmbibitiDS 
transfer or lodicatiog an intent on that it shall 
not I e trassfernble 

Endorsettertl —An endorsement means signing 
ones name on the face of back of a promissory 
note, biU of exchange or cheque avith the intention 
of negot ating it \n mstrament payable to order 
i« negotiated by endor® tig it and delivering it 
Thns endorsement is not complete until the instru 
ment is delivered The person who endorses it is 
called the endorser the person in whose faaour 
It IS endorsed 1$ called the endorsee 

Eadot«emenis are of two tapes —Fndorse 
inenf in blank and endorsemtnt in full The 
first tvpe of eodersement is one where the eDdot«er 
merely signs bis name without writing the name 
of the endorsee It is theoireatid as a bearer 
inslrameat If the eodor'ement conai«t« of set 
cnh the sigoamre hot m addition the name of the 
person to w horn the money is made transferraWe, 
It i« knonn as cndarsement tn full An endorse 
mest in blank can be sabseqqeatfj turned into an 
endars'ment m fnJl 

When an instrument is endor«ed and detiaered duly, 
It gives the endorsee aright for further neeoliatiQn But 
when such right IS exptessfy restricted the endorsement 
IS then known as res/ncfite enc/o^selne«f. e g , pay A only 
On endorsing a docnment iho endorser becomes liable 
to pay if the document is disbonoqred but he can exclude 
such hablty bv using words todicaiiae to that efleci 
He can ecdor«e by add rg the wqids witfioiif rrcoiirse to 
we Such an endorsement is then known as conrfi/ionof 
endo stment 
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Endorsement al a ptrt of the sum due on a docitm^al 
IS not valid But if a part of the total sum on a document 
has been already paid then the document can be endorsed 
for the remaining sum 

Specimens of endorsements 

(1) L b Shah 

(2) Pay 10 G C Patel or order 

L S Shah 

(3) G C Patel 

(41 Pay tn S G Marfaiia 

L S Shah 

(5) S G Marfaiia 

Endotsements (1), (3> (5) are in blank (2) (41 are in 
full 

Delivery — It ha« been mentioned above that nesotia 
tion IS not complete onul the instrument is delivered 
Delivery means the transfer of the possession of the 
instrument from one person to the other It may be actual 
or conslriietive Delivery is actual when the document 
IS physically handed over from one person to another 
It IS constructive when the insirument may not be actually 
handed over but if there is a declaration of intention to 
hold It on behalf of the transferee law recognises it to be 
tantamount of delivery 

An instrument may be delivered by post at the request 
of the transferee or by agreement with him If it is 
sent otherwise and lost, the sender will have to bear the 
lose The authority of the transferee may be implied or 
expressed 

Liabilities of Parties — The liability of the different 
parties or their agents to a bill of exchange arises from 
their s gnatures to it The liabilities of the different 
parties are briefly «tated below 
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Drnrrer . — He is respofl«ible for payment to the holder 
of the bill if the drawee or acceptor dtshooonrs it by 
con acceptance or by non-payment rcspectnely, provided 
he receives a due notice of dishononr from the holder of 
the bill of exchange The notice may be oral or nrilten 
Acceptor is primarily responsible for the pay 

ment of the bill after he has accepted it His liability is 
absolute and nnconditional He is responsible e%en thongh 
the drawer is dead cr has become tnsol' ent m the mean- 
while, or the goods for which the bill was drawn are 
not received In case of default of sneh payment, be is 
liable to pay compensation to any party to ibe bill who 
might sa?er damage by soeb default 

Endorser --He is liable to the snbseqaeot parties only 
when the bill has been disbonoored and a due notice 
of It has been given to him After the dishonour of an 
instrnment, he is liable on it as if the losimmect was 
payable on demand He will not be liable, however, 
if he has restricted his Iiabilny by writing the words 
‘without recourse to me*. 

Agent— Aa agent who signs bis name to a bill of 
exchange without iidicating that he signs it as an agent, 
(e g, by per pro) or that he does not intend to incur 
personal respoosibility, is liable on it except to those 
who induced faun Co sign upon the belief that the principal 
only will be held liable. 

LegaJ Representafire — HrTien a legal represectativc 
of a deceased person signs bis name to a bill of exchange, 
he IS personally liable aoless he expressly restricts his 
liability to the extent of the assets received by him as 
such Tbns he does not completel} escape from liability 
on a bill 

0/ parties bettce*n /Aewte/res — The liabilities of 
the different parlies between themselves are ; (a) Until 
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tbe bill IS ddl> discharged, every prior party is liable 
to the holder in dae course , fb) before acceptance the 
drawer is tbe psrsos ultimately liable os the bill and 
the endorsers are liable as sureties to it, in the order 
ID which they have signed , (c) after acceptance, tbe 
acceptor is the principal debtor and other parties stand 
as sureties to ii 

Payment — The payment of a bill of exchange becomes 
due frorti the acceptor on its maturity The date of 
maturity tor payment is calculated on the following basis 
Generally three days are allowed ac duys 0 / grace after 
the day on which the bill is expressed to be payable 
The days of grace do not apply to bills of exchange payable 
on demand or at sight or oa presentment If the last 
day of grace falls 00 a holiday, ihe day of maturity ivifl be 
tbe next preceding ba«ines« day Tbe expression public 
holidays loclude Sundays, New Year’s Day, Christmas 
Day, Good Friday or any other day declared by the focal 
government to be a public hoi day Bat if the New Year’s 
Day or the Christmas Day falls on a Sunday, and if a 
bill becomes mature on such a day, it shall be regarded 
to be due on the next following Monday 

Again, if a bill is payable a certain number of days 
after date or after sight or after a certain event, tbe time 
of payment is armed at after excluding tbe day from 
which the time is to begin to run If the time ii specified 
in months a month for the purpose of this calculation 
means tbe Calendar moath Thus a bill drawn on 31st Janu- 
ary and payable one mouth thereafter becomes mature 
on the 3rd of March e\en though February might have 
28 or 29 days 

If no time for payment is specified in the bill of 
exchange, it is regarded to be payable on demand A bill 
payable at sight’ or on 'presentment' is payable on demand 
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If a bill of exchange is payable a number of days ‘(r/^cr 
sight,' It means after acceptance 

All bills of exchange should be presented for paymcDl 
The following rules will show how presentment should be 
made — 

fl) If the biH is payable on demand, it must be 
presented for payment within a reasonable 
time ResonabJe time depends on the cature 
of the instrument and the usual course of 
dealing with regard to such tnstrument* 

(2) If It IS payable after the expiry 0 / s certain 
period, It must be presented on the due date 

(3) It must be presented during the usual hours 
of business 

(4) If the instrument is payable at a specified 
place and not elsewhere it should be presented 
at that place , if no place ts mentioned it 
should be presented at the usual plac* of 
business, if any, or at tbe residence of the 
acceptor , if be has no fixed residence, u may 
be presented to him wherever he could be 
found 

(5) If the acceptor is dead, it should be presented 
to his legal representative 

(6) If there are two or more acceptors who are 
not partners the bill of exchange should be 
presented to all 

D»s/iortOKr of a BtUof exchnnge^ \ bill of exchange 
may be dishonoured m twoways~by non acceptance or 
by non-payment A bill of exchange js dishonoured by 
non acceptance when 

(al It IS not accepted witbin 4S hours of pre«ent* 
ment for acceptance, or when acceptance fs 
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'fc) The drawee Rives a qualified acceptance and 
the holder treats it as dishonour 
(c) presentment is excused and the bill remains 
anaccepted Preseolment is excused when 
(he drawee is a ficitious person> or when 
he cannot be fonnd with a reasonable search 
or when the drawee is intoinpetent to tonliatl 
or when the drawee becomes bankrupt or 
dead 

A bill of exchange is dishonoured by non payment 
when after it has been accepted it is duly presented to 
the acceptor foi payment and he refuses payment 

When a bill has been ihu« dishonoured, » e , cither 
by non acceptance or by non payment the holder must 
Rive an iinrnediaie notice of dishonour to those parties 
whom he desires to hold liable I he notice may be oral 
or written Failure to give such a notice will discharge 
the drawer or the endorsers from their liability to him 
on the said bill A specimen of a notice is given below 
Notice of Dishonour to drawer 

Ahntedahad 793 • 

Please take notice that a bill for Rs 
drawn by you under dale the on and 

made payable to has been dishonoured 

by non acceptance/noa payment 
To 

Stsnaliire 

When a bill of exchange has been dishonoured, 
besides giving the notice as stated above the holder may 
get the bill noted This is done by a noiary public, an 
official appointed by the Government for the purpose, 
usually at the place of d shononr The notary public 
notes the fact of dishonour on the bill or on a paper 
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attached there'o and al«o mentions the date of disbonoor, 
ttp rea'ons for it reference to his register his charges 
and hi5 initials 

\\ ben a bill has been dishoroared the holder may, 
within a reasonable iin'c cause it to b« noted and also 
certified by a notary pibl c Snch certificate is called a 
firolest Further when the accep or of a bill of exchang'e 
has became insolvent or hts creifrt has been pablicly 
impea-'hed before the macanty cf the bill the holder 
may, within a reasonable ttcie, cao«e 3 notary pnb/ic 
to demand better seccriiy of the acceptor and 00 its 
being related ma> wahma rea<o 3 able t me cai*e sncb 
facts to be noted and cert Bed in ihe aboie manner This 
certificate then is called a firclesl Jcr httier tecuntj 
The following particnlars most be mentioned in a protest 
(a) either the in«tnjmeQl ii«elf, or a literal trat)«cnpt of 
the instromenc and of everything wruen ot printed 
on I' , (b) the name of the t>er«cc for whom and 
against whom the mstrcment has been protested (c) a 
statement that the payment or acceptance or better «ecn* 
nty as the case may be, has been demanded of snch 
person by the notary pnblic , the terms of his answer, 
if any, or a ‘tatemeat that Fie gaie no answer, or that 
be coafd not be foand, (d> when the bill has been 
diskaaoaced or a better secntrty for it has been refei'ed, the 
plac- and lime of disbonocr or refosal , (e) thesigoatnre 
of the notary public , (I) ta the event of acceptance lor 
honour or payment lor hcnocr the came of the person 
by whom, or the person for whom, and the manner 
In which snch acceptance or payment was offered and 
eficcted 

Koting and protest aic not compulsory in the case 
of inland bills, though it is advisable to get the bill noted 
when It has been dtshoroared by non acceptance cr by 
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non pa>nent In the case of foreign bills both are 
compulsory 

The drawer sometimes mentions on the bill an additional 
name to be referred tom case the bill is dishonoured ; 
he IS known as Drawee tn Caae of Need or in the business 
language, the Case tn Need The name of the drawee 
in case of need is usually mentiooed in the foreign bills. 
In such a case the bill is cot regarded to be dishonoured 
uutil It has been so dishonoured by the drawee in case of 
need Such a drawee may pay the bill without a previous 
protest 

When a bill has been dishonoured by non-acceptance, 
noted or protested, aoy person who !'< not already liable 
oa It, may accept ft, with thecooseat of the holder, for 
the honour of ary of the parties to the bill, by writing 
bis acceptance on the bill to the effect that he accepts it 
under protest This is generally done by writing, as 
"Accepted Supra Protest” He is then known as Acceptor 
for Honour, SimiJarfy, wbeothe bill has been dishonoured 
by nonpayment, noted or protested, any person may pay 
It for the honour of any patty liable to pay the same 
provided he or his agent has declared before a notary 
public the name of the person for whose honour the 
payment IS being made and such a declaration has been 
recorded by him. This is known as payment supra protest 
and the person paying it is known as the Payer for 
Honour 

Material Alterations —If any material alterations are 
made ID negotiable lastraments so that tbeir Jeg>i] identify 
of character in regard to terms or relations of partie' is 
altered, such an alteration is void as against any one who 
IS a party to It at the time of making such alteration and 
does not consent to it, tinless it was made to carry out 
the common intention of the original parties. Thus if 
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an endorsee makes any material alteration, the endorser is 
discharged from his liability to him in respect of the 
consideration Even though the alteration is made with 
the consent of ail the parties and is valid when the 
alteration IS materia) the insirornent becomes altogether 
a new instrument and requ res a new stamp 

Alterations made w tb regard to the following parti 
culars are regarded as material (l) date t2l sum payable 
(3) period or durat on ot payment (4) place of payment 
(5) rate of interest (6) addition of a new patty 

The following alterations however are not regarded 
to be material and are authorised by the Act (1) crossing 
of cheques (2) tonvenmg a blank endorsement into a 
full endQr<ement <3) qualified acceptance (4) completion 
of a stamped inchoate insuumeni (< e ao instrument 
' wholly or partly blank signed and duly stamped) 

When « negotiable instrument has been materially 
altered but the alteration is not apparent any payment 
made on such an insttumeut in good faith and without 
negl gence by a person liable on It will be regarded lobe 
proper and will discharge him from his liability 

Hundies ~A hundi resembles m effect the bill of 
exchange and is drawn in any of the Indian lanauages 
The Negotiable Instruments Act does not apply to it unless 
It expressly indicates lo the iii«trament that the relations 
of the parties to the instrument shall be governed by the 
provisions of the Act Hundies are, therefore generally 
regulated by the local customs and usages They are nego 
liable and are u<!ed on an exteusive scale m the trade of 
India Hundies generally fall into two classes — Dnrshni 
(payable at sight) and MttddaU (payable after a specified 
period) The following are s me of the important kinds 
of Hundies 



178 


METHOD'^ * MACaiNERV Ol BUSINESS 


(а) S/ifllj Jb 5 WmijiIi —I t IS payable to a respect- 
able person only (ShaA) The drawee before 
making payment is supposed to satisfj himself 
about the respectability, title and the address 
of the payee. 

(б) Satn Jog //wnrfi.— ft is payable to the person 
named m the handi As it is usually payable 
to the order of the person named therein, it 
can be endorsed by him. 

fc) Joklinii Huntit "“This type of Kundi is always 
drawn against goods shipped and the amount 
IS payable only on the safe arrival of the 
goods It IS in the nature of a policy of 
insurance. 

(rf) Javabt fJundt —It is senerally used for 
remitting money A person who desires to 
remit money writes to payee about it and 
handsoNera letter to the same effect lo the 
bank which then presents it to the payee 
on receiving a receipt from the payee in the 
form of ao answer, the amount is handed over 
to him 

(») Zitri Cht! —This IS a letter gnen by the 
drawer or any prior party to the holder when 
a hundi has been already dishonoured or is 
likely to be refused The chit directs the 
addressee to bononr the hsndi 

When a hundi is paid and the liabilities 
of the parties discharged, it is then termed a 
khokha 

AccammodaUon B»l/— It is a bill of exchange which 
has been drawn, accepted or endorsed without receiving 
a consideration for it The various parties who sign such 
an instrument do so with a view to accommodate some 
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party- Tfcis may be lUostrated frosi tbs followic^ exatcple 
A draws B bill of excbasge oa B who accepts it withont 
any cocsideratioa haviEg been receded raerely to accco- 
Eodate A A dtscooats tbe bill wiib a bank which pays 
the amoaot if the parties are dependable 12 US cpimcn. 
Generally A wonld give the auoant to B la tine for him 
to neet the bill when presented for payineat. Even if A 
fails to pay the ansotmt to B he i« liable to pay to the 
holder for yalne, la this case to tbs bank Bat B cannot 
see A and recover the asionnt as co ccnsidsratioa has 
passed between then: Accomraodaiioc bills are also 

known as hetutoas bills’ ct ‘kites 

Discoi<Wi«ra — hen a bi'l ras been drawn, the 
drawer csnalJy obtains payment on it bv handing it over 
to his bank (or cof/ection OD the dne date In this case 
the bank will credit to his accaent the amonnt on reeenicg 
It from the aectpior Otherwise, t/ he so desires, he 
TDigi’t diseounl the biU with the bank and receive aa 
immediate pavirent on it The back wiU pay him the 
amoBct by dedcctiffg a discccnt, r e., by dedccting the 
amoent of interest on the scni for the period of the bill- 
The bank tbes i« enabled toiuiliseits scrplns fends and 
cam a small amoant of proSi , at the same time the trader 
receives bis amonnt i-nmediately withont being rKjnired 
to wait until the matenty of the bill 

Stamp Duty On Biils-~~The st3.mp detj is applicable 
to bills of exchacf e as well as bandies- It has to be paid 
by the drawer naless tfaece is an agreement to the contrary 
betweea the parties >%'fees bills are draws ccfside Bntish 
India, the first holder of it in India tnnst a£x a proper 
stamp to It and cancel it before he presents it for accep- 
tance or paymenr, or esdoraes it bim'e}/. The scaap 
dati*s payable are : 

(tf) Bills payable on de man d .. rul. 
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(b) When payable olbefw;se then od demand 

but sot moie tban cue year after data or 
sight (see below) 

(c) When payable fa more than one year after date 
or s»gbt~the «ame duty as for a bond of the 
same amousi 


i If drawn I If drawn 

I in a ret in a set 


Amount 


If drawn 

single 

of two 
for each 
part of 
the set 

of three, 
for each 
part of 
the set 

If the amount 

doe^ not 










exceed Rs 200 


0 


0 

0 

2 

0 

0 



If It exceeds Rs 

200 bot 










does not exceed Ps 400 

0 

6 

0 

0 

3 

0 

0 

2 

0 

400 

600 

0 

9 

0 

0 


0 

0 


0 

„ fiOO 

SOO 

0 

12 

0 

0 


0 

0 


0 

. SCO „ 

1000 

0 

15 

0 

0 


0 

0 


0 

1000 , 

1200 

1 

2 

0 

0 

9 

0 

0 

6 

0 

, 1200 

1600 

] 

8 

0 

0 

12 

0 

0 


0 

, 1600 

2500 

2 


0 

1 


0 

0 

12 

0 

, 2500 

5000 

4 

6 

0 

2 

4 

0 

1 


0 

, 5000 

7500 

6 

12 

0 

3 


0 

2 


0 

„ 7500 „ 

lOOOO 

9 

0 

0 

4 


0 

3 


0 

, loooo 

15000 

13 

8 

0 

6 

12 

0 

4 


0 

, 15000 

20000 

2« 

0 

0 

9 

0 

0 

6 

0 

0 

, 20000 

25000 

22 

8 

0 

11 


0 

7 

8 

0 

25000 

30000 

27 

0 

0 

13 


0 

9 

0 

0 

for every addiiioual 










Rs 10000 or a part 










thereof in excess of 










Rs 30000 



0 

0 

4 


0 

3 

0 

0 
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CHEQUES 

Def;ntttan — A cb^qae has been defined by the Nego- 
tiable Instrnments Act “o fciH fjcnan^e drawn ea a 
specified banker and not ttpressed to be payaUe clftertnse 
than Oft tierrsixnd'' It mat therefore, be said to be a 
special tonn of bill ol etchac^e the two distinctne 
chamcren«\ics of which are that «t is alwats dsatm cn a 
banker and IS aiwais patable os detnand The customer 
of a bank, vs 'uppased to drawucnfi when he has got 
safcieat fanJa with tne bta^ j .-aeet it 

The parties ta a cheque are, of coarse, the «iar.ie as to 
a bill of exchasce. r»* , the dianer, the drawee, and the 
patee, besides endorsers and endoreeei, if the cbeqae is 
eegotaled. The ptovieions of the Act repuhtiDe the 
use of the bills of excSarpe pavable on demand will be 
applicable to cheqa-s wuh certain exceptions The*® 
exceoDoBS are fl) ta a brU of etcbanpe the acceptor do*s 
not become liab'e antil, he has accepted the bill . cbeqnts, 
however, need not be preseoled for acceptasce and a 
banker is liable to pap pimided it is in order and he holds 
sufiicienl funds ; (dl a bill of exchance becomes pavable 
on tbe third dar of lie dais of trtace; there areeo dal's 
of grace regarding payment cl cheques and hence pajtneni 
most be tuade immediatelr ; (3i a bill of exchange mast 
be presented for payment on the doe date and in a manner 
prescribed by the Act, otherwise the drawer will be 
discharged from his habibly ; delay in presenting a cheqce 
for payment dnes not absolve 16 drawer from his liability 
on It. cnless the bank fails in the meanwhile and be bad 
suScient funds with it for makjng jayment ; H) when a 
bill of exchange is dishonoured by oon-payrnent, a notice 
of dishenoar mnsl be given to tbe prenocs parties by the 
bolder ; if a cheque is dishonoured, no such notice i=. 
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□ecessar} want of adequate foods •« a sufficient not ce to 
the drawer 

It ma> be stated here that althougb a cheque is 
generally used and also accepted in mak ng and rece Mog 
payments m exerjday life it is not n legal tender und 
therefore a debtor IS not bound to accept ii tn satisfaction 
of bis claim It is merely repre«enta(ise moaej Thus 
mere acceptance of cheque does not extingu sh a debtors 
cla m 

Specimen Cheque 
K 34567 Ahmedabad 194 
THE BANK OP INDIA LIMITED 

Ahmedabad 

Pay or Bearer 

Rupees 


jia Rs 

Dravtng a Cheque — The drawing of a cheque is a 
matter of importance and should be aone \erv carefully 
Any negligence regard ug the wntiog of the particulars 
on a cheque might effect adversely the position of the 
drawer or the banker The danger referred to here is 
particularly with regard to fraudulent alteration of the 
name of the payee or the amount payable Banks there 
fore expect their customers to ace reasonable care in the 
drawing of cheques The cheque books issued by banks, 
therefore ha\e on their cosers priuted precautions directing 


No K 34567 


194 


Rs 
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the ase of che^jnes in a mana“r to prevent forgeries, frand«, 
etc. The p’ecastioas to noted are as foUow^ , Jl) i our 
cheque hoot shtnild he kep* under Icci and key, (2) When 
dravttfg a cheque begin to xmfeat near the vcrd Rupee 
as possible the amaunt tnscerds. begin ike os 

near as pastible to 'Rs l3) for your security in send- 
ing your cheques through post cr otherwise, you should 
cross them xeitk thick firm lines from tap to bottom at 
an angle , th*y car then only hr paid tkroush some bant 
A fanef explanation of me cfi6«ent partiatlars on a cheqne, 
Iheir sigaifieacce and bos' care on b" exercised m filling 
them would be found usefet 

Date — The orawe* should mentJoB the correct date 
on which the cheque is drawn But if he has failed to 
meBsioa it. a scbseqo'Ot bolder aaj jssert the date on 
which he believes that the cheqee was draws If an 
oodated cheque is pre«esied to a back, it can reinra it oa 
the ground of its being incomplete If the drawer sc 
desires, he can post-date a cheqee A post-dated cheqee, 
howeier, will cot b« paid by the backer until the date, 
becomes current If any alterations are made m the date, 
ihev Will Bot be v-alid nsless they are countersigned by the 
drawer 

Payee’s Same —Care must be taken to write the 
payee's same correctly and legibly \ cry often mistakes 
arc made in spelling cames These mistakes ran be 
avoided by refemeg to the letter beadicgs on the letters 
of the correspondents- In wnttsg the names usually titles 
of honour arc omitted. 

Amount in IVords and Figures — From the specimen 
cheqas gtrea before, it most have been noticed that the 
amcont of a cheque is wntten both in words as well as 
in figures. Care should be taken to *ee that co mistake 
IS made m catering the amcnot at fcotb the places, becaase 



184 


MPTHODS A MACHINPRi Or nUSINFSS 


if th** amount in words and figures IS different the cheque 
may be returned by the bank Simitariy, as stated before, 
care should be taken to write the amount as near to the 
word ‘Rupees’ as possible If any space is Je/I blank 
after the amount is wnileii in words, a hne should be 
drawn to prevent any addition of words The word 
‘only’ should be added at the end of the amonnt written tn 
words 

Stgnflfiire — When an account is opened with a ban’ , 
a specimen signature is gnen by the customer to the bank 
The signatu c on the cheque should be the stme as the 
specimen signature If the two signatures do not tally 
the bank ca i remrn the cheque for faulty signature 

Payable lo Payee or Order —As far as possible 
cheques should be made payable lo payee or order as they 
can be paid or negotiated only by an endorsement A 
bearer cheque, I owever can be negotiated by mere delnery 
and therefore it is less dillicuU (or ^nybody to secure 
payment on It Older and Fearer cheques are discussed 
in more details below 

Crossing — Whenever cheques have lo be «ent ihroush 
post or payment is not required in cash over the counter 
of the bank on which they are drawn, they shobid be 
crossed The meaning of crossing is discussed later on 

Never draw a cheque »« Blanh —A cheque should 
never be signed until it is completed in all its particulars, 
because if any one signs it in blank he would be taking 
upon himself unknown responsibility Sometimes when 
the exact amount to be paid is uot known, and the drawer 
desires to send a cheque witbont filling in the amount, it 
IS advjsible to maik the cheque with a limit as under 
Rs fifty or ‘Not Rs fifty These words are generally 
written near the crossing 
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Alterations —If any alterations are made by the 
drawer the\ should be attested by his signature 

Order and Bearer Cheques — A cheque is regarded as 
an order cheque when (1) it is made payable to a cerwin 
person or his order (2) it is made payable to a certain 
person with the word bearer' struck out aud with no 
additioml words to indicate that the drawer does not 
want the cheque to be transferred Thi® resiriction over 
transferability of a cheque is urritien by writing ‘Pay 
only or ‘Not Transferable An order cheque can be 
transferred by the payee for signing over the back of the 
cheque If he merely signs his name, it will become a 
hearer cheque , if he writes the name of the payee and 
then signs , it is known as endorsing over’ and the payee 
will have to sign the cheque before he receives payment 
or can negotiate it further 

A bearer cheque IS one where (1^ it is payable to 
a certain person or bearer, or (2) the name of the payee 
IS not mentioned and the cheque bears the word bearer’ 
or (3) the last endorsement on the cheque is an endorse 
merit in blank A bearer cheque requires no endorsement 
and can be transferred by mere delivery Anybody who 
possesses the cheque can receive payment on it 

A cheque which has been drawn as bearer’ can be 
altered to order' by the payee or the drawer , but if it is 
an ‘order’ cheque, the drawer alone can clnage n to a 
‘bearer’ cheque A cheque originally ‘bearer’ though 
endorsed in blank or fall later on remains a bearer cheque 
Endorjeincnfs — As stated above, an order cheque 
requites to be endorsed before it can be transferred or 
paid by the bank An endorsement roust be written on 
the cheque itself The signature must conform to the 
payee’s name or the endorsee’s name when the cheque 
is endorsed lo full It the name is wrongly spelt, the 
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Signature ako mu«t conform to the wrong spelling , it 
should, houe\er, be followed by the correct signature 
Any courtsey descriptions or *itles written before or after 
the name of the payee should not appear with the 
signature , they may be written under the signature by 
way of mere description The following are some of the 
typical endorsements 

Payee Correct Endorsement 

Iddniduais Mr C M Shah C. M Shah 

ChampaUlal Manila! 

Shah 

C> M Shah. Esq >, 

Dr C M Shah C M Shah. M D. 

„ Mrs Shah PrimilaSlah, 

P Shah 

I Mrs Champaklal Shah Pramila Shah, wife 

{or widow) of 
Champaklal Shah 

,1 (itisc Indumati Mehta lodumali Shah tiee 

'now married) Mehta 

(Illiterate) , S K Patel S K Patel s Mork* 

Witness C. M Shah 
Paldhi Read, 
Ahmedabi'd 

Arms Messrs Shah di. Co Shah & Co 

per pro Shah Si Co 
F. M Shah 

,, Shah Bros Shah Bros- 

„ Messrs Shah S & T- Shah 

Shah £. Sons 
Shah Bros , or Shahs 

Jonit Slock Eastern Trading 

Coiiij^antes Corporation Ltd Pro.pp, For or per 
pro Eastern Trading 
Corporation, Ltd 
M V Dalai, 
Secretary or Direc 
tor, etc. 
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Crossing Cheques.— Ctossiog a cheque means drawing 

two thick parallel transverse lines across the face^of the 

cheque. Sometimes the words and company or Sc o. 
are written between the lines, bat they are not a necessary 
part of the crossing The words not negotiable are also 
allowed to be used with the crossing The object of the 
crossing is to direct the bank that the amount of the 
cheque should be paid to the account of a person only 
through some bank Thus a crossed cheque will not be 
paid in cash over the counter Tnere are two types of 

crossings (1) general, t c , when the two parallel lines are 

drawn without the name of the bank to which payment 
should be made . (2) speaal, u e , wben the name of 
the bank through which payment should be made is 
mentioned in addition to the general crossing The 
specimens of the two types are 


General Crossings 



(1) (2) (3) (5) (6) 
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^/C /’«><:« ~Tbe use of ihsse words is meant 
to instruct the banker (hat the amount of the cheque 
should be paid into the pa>ee's account oniy When this 
ts done usually the address of the payee’s bank is mentioned 
ID the crossing The banker thus has aright to collect 
and to credit the amount of the cheque to the payee’s 
account only and to that of no ether per<DD This makes 
the cheque ^ecy safe 

\ cheque that is not crossed is known as an open 
cheque Pavmeni for open cheques can be received over 
the counter during the bo«ioes« hours of the bank A 
cheque that has beea crossed can ire turned into an open 
cheque b\ the drawer bv wtitmg the words 'pay cash 
across the face of it and bv attesting his s gnature to it. 
As regards crossiog, an open cheque can be crossed 
generally or specially by its holder or if it ts cro'sed 
generally he can cross ii specially the bolder can also 
add the words ‘aot oegooable Where a cheque is crossed 
specially the banker to whom it is crossed may again 
cross It speciafly to another banker, his agent for collec 
tion This IS the only instance in which a double special 
crossing is permuted 

The advantages of the facility of crossing cheques 
to the public in general and the commercial community in 
particular need no stressing The drawer or the holder 
of a crossed cheque knows that even i( the cheque were 
to be lost or mislaid, it would be easy to trace the person 
who received payment of the cbeqne from the records of 
the receiving banker It should therefore, be a rule in 
business hoDaes that whenever a cheque is sent in <ett!e' 
ment of an account, it should be crossed before it leaves 
the hands of the officer concerned unle’is the supplier 
wants an open cheque Some banks give to their 
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customers cheque iboo^s conSinfli^ cheqQe| which are 
already crossed if t Ww^,*frij«ok 7 

Presenimetii yo^ ^fe^»M n5lg7QhWquc3|.»&re payable on 
demand and, llii ii Inn 11171 liiliiwrlfiT to be negotiated 
from hand to hand though there is nothing that will 
ordinarily pre\ent anybody from negotiating it unless 
negotiation is restricted It is, therefore a practice among 
business men to present cheques as promptly as possible. 
If the receiver of the cheque and the baok on which it 
IS drawn are in the same place, usually it is presumed 
that It should be presented at least on the next day , if 
they are in different places, cheques should be presented 
at least within one day of their receipt through post at 
the place where the bank is situated 

When howe\ec a cheque is not presenti’d for payment 
within a reasonable time of its issue, and the drawer 
had funds with the tank at the lime when presentment 
ought to have been made if he (the drawer suffers actual 
damage through the delay he is discharged to the extent 
of such damage, that is to say, to the extent to which 
he IS a creditor of the bank to a larger amount than he 
would have been if such a cheque had been paid The 
meaning of (his legal provision can be best illustrated 
by examples When a cheque is drawn for Rs 1000/ 
and the drawer has sufficient funds with (he bank at the 
time when the cheque ought to be presented if there 
has been delay in presentation and the bank fails, ihe 
drawer is discharged from his liability completely If, 
however, he had Rs 600/ only with the bank and if 
the bank fails in the above circumstances, he is liable 
to the holder for Rs 400/ only His liability for Rs. 600/ 
IS discharged 

The reasonable time for presentation of a cheque 
IS decided according to the nature of Ihe instrument, the 



^ROMl^'an\ icaTr" v mtut or rAciuvat; joj 

ii's’i?? ef tnJe ftnj of b.nnIro anJ the fact* of rarticulat 
c’»«e 

The hoUer who lo-ev on a theiLe *1* tleeciihed nb''\e 
become* the creJhoT of thebanVlo the extent to which 
the drawer i« di-chafpeJ 

When a Cheitue i* t're«cnteJ to a bank it in bonnd 
to hononr n b\ tvt'ment tf u has sniiicient fnnda to the 
credit of the dnwer at It* disposal at the time of pTe>.ent 
ment and tf ’he chejue »* m order If it refu«e* rvwmeni 
ef a bfiMja‘*e chejue «t max be 'oed for damaijes 

CAf^ne Rcliirr el f'ti/-in f — nank* u*aaU\ rettirn 
eheiue* to the hoHet xvithont maktnc paxment in the 
loUciwme ea»e* The rex* n (or ietx.rniriR a ehe-jtte i« 
cenenllx marked On *bp attnheJ to the ehe-jiie — 

(I) When there are n<.t <u(Kc»fnt fund* to the 
riedit of the Jixxxet to meet the chetoe 
IhiN i» indicated h\ wtmnc Iv P (refer to 
dnxxer or N/^ eoi sulncient' 

(J) \\ hen the amonnt »n «Trd< and ticare* da not 
(atlx *\xoTxJ$ and tipjie« diifer 

(J \Yh n fund* ate not sntncitnt bteatjse the 
cheioe* paid in b\ the drawer for eoUectioti 
hnxe not been cVatrd ‘cTect* net eJenied 
or 'pre«ent «ca«o* 

(fl When the cheqoe ($ maidaicd 'chelae 
mutihtciV. 

When a cheme ha* become oct of date, i e, 
nxnalJj more than jtr month* old 'ont of 
date' 

(c) \\ hen the drawer hascovtnternundedpaxment 
'orders rot lopaj* 

t») Cheque is al o retmned when 'aUeration 
requires compleii n' bx the sijmatiiie of the 
rer^cn who wakes such nn alieiaticn or when 
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the endorsement is not proper or legible , or 
when there is no account or the account is 
closed 

It has been stated abose that a bank must stop pay* 
ment if the customer has ordered him to do «o The 
banker, however, must be noticed by the driver of the 
name of the payee, the amount and the number of the 
cheque sufficiently in advance The bank aUo mu>t Stop 
payment when the drawer has become insolvent or insane 
or IS dead and a notice to (bat effect has been received 
by him 

Prolechon to Bankers — A bank must be very careful 
while making payment of a cheque to gee that the 
signatures and other directions regarding payment are 
in order If it is proved (hat it was negligent m 
making payment and if the payment is made (o a wrong 
person or in excess, it will have to suffer the loss But 
It IS likely that e»en after exercising due care, it may 
not be possible for the banker to detect forgeries of the 
signatures of persons not known or alterations which are 
not apparent Hemav, therefore, be ruined if no pro- 
tection IS given to him in such ca<es Law has therefore, 
provided for hts pioiection in the following cases 

Where a cheque is drawn payable to order and 
pttrperls to be endo'sed by or on behalf of the payee, 
the backer is discharged from his liability if he makes 
'paaymenl ut due course Here payment in due course 
means payment made according to the apparent tenor 
(< e original directions of the drawer) of the lostrument, 
in good faith and without negligence, (o any person 
who po'^sesses the instrument, under circumstances 
which do not alTord a reasonable ground for believing 
that he IS not entitled to receive the payment of the 
amount mentioned the instrument Such a privilege 
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ne^li|?eoce, id Case the title turos cut lo be defective, it 
will not incur any liability orh because it has received 
payment on it- Thus the bank te safeguarded from any 
action from the trne owner of such a cbeijae even though 
It has been responsible for converting it for its customer- 



CHAPTER X 

INSURANCE 


In some of the previous chapters reference has been 
made to the use of insurance for the safe conduct of 
business In this chapter, therefore it is proposed to 
discuss briefly the important form® of insurance and the 
general principles underJyms them In the ordinary 
language ne understand by iDSiiranr^ the provision which 
a person with foresight makes against unforeseen or 
inevitable accidents to life and property and the consequen 
tial losses This he attempts to do by spreading the risk 
on many shoulders so that the severe effect cf the loss will 
not be felt by any one atone This work of undertaking 
to compensate the fosses by spreading them on many 
shoulders is done by the insurance business Amongst ihe 
various branches of insurance business that one comes 
across today. Marine, Fire, Life and Accident insurance 
are the most important ones 

Definition of Insurance —^ Insuraace is a type oj -^ 
contract .between two parties whereby one of them, the 
i nsurer, un dertakes,jo.con sideration of a single or periodi- 
cal payment ca lled the premium, to ind emnify another 
perso n u_called-the-« nsured _PtL/fteLgss«f etf . againsLa loss 
arisia g_ffo m the happeorog of som<» u ncertain evetil~le^g 
f ire or accident), o r .to pa y a certain ®um o f money on tl^ 
happenin g of a specified certaiHevtnt (e g . dea tfa)^ 
the <^d~of a ~n>ecifie a period, ' 

Thus the various parties to an insurance agreement 
are the ^ro/iosfr-on# wbo proposes a risk to an insurance 
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compiny by fillinc »n llie propoci] form ; the iri'rirerf llie 
owner of llir" iliinq in<iired, thttnfurer tlie person wlio 
undertakes the iisk tn marine insnrance he is sometimes 
known as the Kit'frrit'nf** 

The con’ll feralion which the insuied pays to the 
insurer for midertnkiBC the specified risk is known as the 
/irewiiim Ii, of course \aries with ti e nature of the 
risk underiaken If the insurance is of a type where the 
proportion of the number of claims to the total policies i® 
lirge, the premium will be very hicli The risk undertaken 
ib lienerillv cilciilaied on tlie bi'is of the doctr ne of 
probibilities 

The contract of insurance «s embodied in an instrument 
called the tnsoranee tohcy 1 he form is qenernlly printed 
and menttonb all >he details of tl e contract relaliii!! lo 
the risk undertaken, (be time duniiq which the contract is 
to remain in force, the names ol the parties to the contract, 
etc The person in whose favour the policy is issued is 
Known a« the policy holder 

The Indian Insurance Act (1938) regulates the 
business of insurance in India But as leRirds the legal 
principles relating to insurance contracts, where no provi- 
sion is made in the Indian statutes, the corresponding 
Lnglish law is applicable 

Insurance and Assurance — Very often these two 
terms are regarded as synonymous But it is also a practice 
10 make a dilTerence in iheir meanings Insurance is used 
to specify a contract wherein the guarantee is given against 
an event which may happen or which may not happen, 
t c , the risk is unoertain Assurance, on the contrary, la 
used to specify a contract in which the iisk provided 
against IS inevitable, t c, the event is bound to happen 
Death for example is certain and therefore the term 
assurance is ii'ed in the case of life insurance contracts 
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Another distinguishing feature of the insurance contract is 
that the doctrine of uherrtmae fidet (t, e-, utmost good 
faith) applies to >r It means that the insured must 
disclose all material facts that are known to him and must 
observe good iaiih Intbeabseoce of it the insurer can 
avoid the contract 

MARINE INSURANCE 

Ocean transport by its nature is open to many risks 
and accidental losses are ooi uucommon The shipper 
of cargo and the owner of the vessel run a great risk in 
transporting goods from one coantry to another by sea 
The shipper must insure goods because the steamship 
company doss not bold itself liable for all the risks of 
the voyage In the bill of lading or the chaner party 
It generally loitoduces the 'excepted penis clause’ by which 
the company excludes its liability (or risks such as Act of 
God, the king s enemtes. arrest and TtiUatnt byruUrt, 
prtnc4s,and p^atUtfiro, barratry of the matter ortk* 
erev, etc The shipper, therefore, has to take out a policy 
to cover these risks Thus in respect of goods the liability 
of the insurer starts where the liability of the shipping 
company ends similarly, the shipping company stands to 
Jose by the loss of, ordamage to, the vessel or by the 
partial or total loss of the freight which it would have 
otherwise earned The shipper of cargo and the shipping 
company, therefore, are interested in protecting them' 
selves against unforseeo losses Marine insurance 
therefore, is vitally important in international over seas 
trade 

Its Defintiton — Manne insurance is a contract of 
indemnity In this contract one party, the insurer or 
underwriter, undertakes to lodemnify (be other, the insured 
in coasideraticm of ibe payment of a certain sum of money, 
against losses arising from certain sea penis The losses 
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referred to here may resalt from the loss of, or damage 
to sfajp, cargo freight or other interests during a particular 
voyage or during a particular period f time The under- 
taking to indemnify, theiefore, generally aims at securing 
to the assured who has suffered a loss the same pecuniary 
position which he held before the loss occuted 

Again, like other tnsnrance contracts it is a contract 
of utmost good faith The party assured must also have 
an insurable interest lo the subject matter of insurance 
The person may not have an insurable interest at the 
time when insurance ts eftected but he must necessarily 
have it at the time when the loss occurs The following are 
soms cases of persons having insurable interest (l) ship- 
owners attd owners of goods. (2) a mortgagee to the 
extent of his claim , (d) an insurer or underwriter to the 
nxient of his liability for risks undertaken (i e . m 
re iDSurancel (4) master and crew in respect of their 
wages, (5) persons laieresied lo receiviug freight, (6) a 
person who has advanced money for the ship’s necessaries, 
(7) a trustee or bailee as regards the property entrusted 
to his cate 

Procedure /or Effecting Insurants A marine issu 
ranee policy may be taken oat from joint stoc)c companies 
doing the business or from tbe association of uuderwriters 
known as ' Llyod s * This is perhaps the oldest associa- 
tion of underwriters Its branches are spread in the 
prinapal ports of the world. These uuderwriters work OD 
the London Royal Exchange Whenever a policy is to 
be taken out the services of an insurance broker may be 
engaged In the case of joint stock companies it is not 
necessary that the proposal shonid come through a broker , 
hut if a proposal is made to "Llyod’s '* it mast be made 
through a broker At present a very large portion of (he 
marine insurance business is transacted by the ‘ Lloyd's " 
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without mejilionine the name of the vessel or 
the cargo —This is osefni to a trader who has 
frequent occasions of sending goods between 
two or more places Every time a new policy 
need not be issned As the shipment is made 
he declares the name of the ship and other 
particulars of the cargo against the policy 
This policy isal<o sometimes called an of>en 
polici 

(Jl A Woger Policy — This is a policy issued ev eo 
when the insured person ha« no actual insur 
able interest or when the underwriter is 
prepared to dispense «i<h any ptoof of lolerest 
Such a policy . of coor<e. IS void It is some 
times known as a ‘P P I ’ (Policy proof of 
Inieresd policy Such policies are rarely 
issued now a days 

(gl A Pori Policy —By this kmd of policy a ship 
IS iQ<ured against damage while it is in the 
port 

(h) An Interest Policy — It is a kind of policy in 
which the suhyeci matter is so stated that the 
policy shows that it is lutended to cover real 
interest, e g 200 bales of cotton 
Clauses tn 1/artrie Policies —The manne insurance 
policy which as staled befi re is the evidence of ihej 
contract signed beiweeo rhe parties to it, is a lengthy 
document fiamed in (hr old English style. It is known 
as the Lloyds, S G policy Company policies are also 
modelled on It From time to time when these provisions 
of the policy ate found to be inadequate or not sufficiently 
clear, in the matter of a particular policy supplementary 
clauses aie stamped or written in tl e margin and they are 
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binding on the parties The most important clauses are 
discussed below 

(j) Name 0 / the tnsured —Tht nam» of the in- 
sured or his agent is mentioned in this clause 
Its wording provides for the assignment of 
the policy and for giving the assignee the 
rights under the policy 

(2) Last or noi lost — This Haase is inserted when 
the subject matter, the ship or the cirgo, is 
already on tbe sea and the underwriter is 
prepared to accept tbe risk whether the subject 
matter is existing or lost at tbe time of the 
contract This kind of profction can be 
claimed only when the insured or the insurer 
has no exact knowledge about tbe stale of the 
subj'ci tnaiter. 

(3) At and from —When the subject matter is 
insured from’ a port and not ‘at and ‘from’ 
a port, the protection under the policy is 
received only afier the ship starts sailing , 
if, however, the pobcy 1$, at and from’ a port 
the protection can be claimed for the time 
the policy is accepted if the ship is in the 
port Ordinarily it js expected that the ship 
will start on its journey within a reasonable 
time 

(4) Name o/ the Vessel and Master — Tbe pobcy 
mention* the name of the ship and the master 
If by accident the master sonamtd is not 
able to take command of the ship, then a 
subsniute may be taken 

(5) Cotnmeueement amt duration of risk — It is 
essential that the pobcy should make clear 
the time when the risk commences snd ends 
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In the Cl e of good<> if the risk starts from 
their loadine then the insurer's nsk starts 
only after the Roods are loaded, similarly, 
the ri<k will terminate when the goods are 
landed or discharged in complete safety ’ 
In the case of ships the at and from’ clause 
show when the risk is to start The insurers 
risk however terminates when the ship /& 
moored at anchor for twentyfour hours at 
safety 

(6) Touch and slay — When the insurer under 
takes a certain marine risk, it i« essential 
that the route of the \oyage should be accura* 
tely stated The policy states the usual route 
and anv deviation from it without a justiliahle 
excuse discharges the insurer from his liability 

(7) I'dluaiton —In the case of "saiued policies' 
the value of the subject matter is stated in 
this clause It is taken lo be the conclusne 
proof of the \alue unless a genuine error or 
fraud is discovered in it It the policy is an 
open policy the value is decided later on 
if It becomes necessary to do so 

(8) Perils — This clause states the risk in respect 
of which the insnrer undertakes to indemnify 
the insured These risks are 

fa) Perils of the sea unforeseen accidents 
like collision damage by «ea water coming 
through boles made by rats storms elc , 
tblfiie (c) pirates, rovers , Id) thieves fe) jet 
iison chrowmg overboard cargo, elc for the 
purpose of relieving the ship of some load 
m times of emergency (f) arrests, restraints 
aod detainment, of all kings, princes and 
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Free from partteular averase — (F P A )— The 
tioderwniet does Dot bold himself liable for particular 
average oF deterioration It is thus an extension of the 
Memorandum clause He is honeier liable for the 
freneral a\era(;e loss H'lth f>itrliculttr average (W P A )~ 
the underwriter i« liable for particular loss Against all 
risks (AAR) the poliC) coders all insurable marire 
risks Free of nil axerage (FAA) The underwriter 
IS not liable for either particular or general fls erage • he is 
liable onlj in the case of total loss Foreign general 
fliertfge (F G A ) — by this clause the underwriter agrees 
that in ca«e of a general axerage claim arising under 
the polio he will pa> the assessment made according to 
the laws and customs of the foreign couDir> Running 
denn danse [R D C I— This is also known as the Colli* 
BioD clause. The underwriter agrees that incase of an 
accident if the owner of the <hip i* reQuiied to pay 
damage*) the underwriter will pa> a part of the damages 
so paid This clause is inserted to the case of insurance 
of «hips 

Re insurance —When an insurer finds that in respect 
of a certain policy he has taken risk bejond safe limits hr 
m3) re insure a part of the whole of the risk with some 
other insurer In the re losurance contract a clause is 
inserted by which the re insurer is entitled to get credit 
for any benefits derived by the original insurer Th» 
clauses and conditions of the original policy are bindiug 
on the re insurer 

Double Insuranee —U the insured takes out two or 
more policies in respect of the same subject matter and 
risk, and if the amonot exceeds the indemnity allowed 
by law, he is said to be overiosured by double insurance 
In spite of the double insurance the insured is not entitled 
to receive more than the value of the subject matter He 
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may recover the sum from any one of the insurers As 
regards the insurers each one is bound to pay rateably 
to make up the loss in proportion to the amount of the 
insurance under the policy signed by him If one insuref 
has paid more than his share then he is entitled to contn 
button from others 

Double insurance may occur when two persons having 
separate interests in the same matter in«urc their int rests 
Under two different policies without any one of them 
knowing that the other has insured it In inch a ca'^c 
each one may recover the full amount under a separaie 
policy 

Insurer s Liability /or Losses —Ahhougb the insurer 
ts liable for lasses arising from the perils iDsured against 
in the policy he is not liable unless the loss i« caused 
directly by them The insurer further is not liable for 
any loss if the wilful misconduct of the assured is a contn 
butoty cause When a toss has been brought about by a 
peril insured against even if (he loss is due to the wilful 
negligence or ini<coDduct of the master or the crew the 
msnrer is liable to pay for the )o»s 

Similarly, a breach of warranty would render the 
Contract void and the JOsurer would be discharged from his 
liability A warranty may be defined as a promise on the 
part of the insured that a particular thing shall not be 
done with regard to the contract The warranties may 
be expressed in the policy or may be implied from the 
nature of the contract The implied warranties are in 
respect of the seaworthiness of the ship non deviation and 
the legality of the voyage 

Kinds £)/ ioMM "^There are two binds of losses-** 
total and partial The total loss may be of two kinds*” 
actual or constructive 
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Actual Total Loss — An actual lotal 1 >ss occurs when 
ibi* <;ubject mailer insured JS destfoyrd, or is <=0 damaged 
as IQ cea«c to be a thinK of the kind insured, or where 
the insured is irretrievably deprived of it The actual 
total lo's mav be in respect of the ship freight or cargo 
In support of a claim for the actual total loss the 
following documents are leqntred by the insurer Protest 
of Master i e a statement b> the captam or the crew 
before a Notary Pnblic, Consul or Magistrate giving the 
particulars of the \ov,ipe and the accident , bills of lad 
IDS polic) of insurance aod in\o ce 

Constructive Total Loss — Cotstructisr total lo«5 
occur* when the subject matter ts rea«onably abandoned 
a« Its actual loss appears to be unavoidable or when <t 
cannot be saaed from an actual total loss without incnrrin? 
an exp'sditure nbich ma> be m excess of its value 
Constructive total lo«s mav occur with regard toashipt 
catgo or freight 

When a con<tructive total los* ha* to be c1aim*d the 
n«ured must give notes of abandonment declaring his 
inteotioo to give op his roterests id whatever remains of 
the subject matter in favour of the i&«urer If such a 
notice IS not given the loss may be considered to be only 

Particular Average — Particular average means 
partial loss or damage canned bv the penis injured against 
and which is not general average loss The loss or 
damage must have been caused accidentally^ The Jos« 
will hav e to be borne either by the owner o‘ the «ubject 
matter or the insurer Tbe latter, however may limit 
his responsibility m respect of particular average Dy the 
Memorandum or tt'e F P A clause 

WTien goods have arrived in a damaged condition 
they ate surveyed by a sutvever who issues a certificate, 
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about the extent of damage and the probable value of the 
goods A claim can be made thereafter against the 
insurer if the risk has been undertaken by him The 
claim IS made on the basis o( the difference between the 
real sed value of the damaged goods and the value they 
sYf^uld have realised if they were not damaged This 
difference is then ad]usted to the amount ot the insurance 
The insured can also realise from him the survey charges, 
expenses incurred for protecting property from loss if any, 
etc The'follawing is a specimen statement of particular 
average 

Example 500 bags were insured at £ IGOOf 
50 bags were damaged and when sold realised ^ I each 
brokerage at y‘’'> survey charges 0 10 0 sale expenses 
^ 0 10 0 

Statement of Particular Average 


Insured value of 500 bags (S- / 2/ 

r js d 

£ 

‘1 

d 

each 



1 


Damaged 50 bags if sound would have 

i 1 




produced 

90 0, 0, 




Value realisrd 1 

50 0| 0, 




Damage 

40, o' o' 




Damage On £90 is £ 40, the damage 

1 1 




on £ 100 the insuieil value is 
Brokerage ^ ^ on 50 ■ 

1 

0 5 0 

44 

8 

1 

11 

burvey charges 

010 c 
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The documents that are necessary for supporting a 
claim for particular average are Protest of the captain 
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or the Log Book , bill of ladiog , insnraoce policy , 
certified statemeot abont cash valoe of goods in damaged 
condition and subrogation of his rights id the subject 
matter by the insured 

General at erage — Geoeral average ]o«s is a Joss that 
has been caused by a geoeral average act The geoeral 
average act is one where any extraordinary sacrifice, or 
expenditure >s voluntarily and reasonably incurred or made 
in times of peril, for the purpose of preserving the property 
in common danger Where there is a eeperal average 
loss, the party on whom it falls is entitled to a rateable 
costnbutios from the other parlies beneiiltiog from such 
a general average act. Thus the uoderljiug idea is that 
any sacrifice made by one party for the benefit of all 
should be compensated by all on a prorata basis The 
parties wbicb « ill be called upon to contribute to a general 
average loss are the owners of the ship and the cargo an 1 
the receiver of the freight. 

The procedure on tbe arrnal of the ship, when a 
general at erage act has taken place consists in the 
appointment of experts, tbe general average adjusters, to 
prepare a statement showing tbe liability of the different 
contributory parties If necessary the consignees of the 
cargo may be requited to sign an ‘Average Bond’ in which 
the shipowner agrees to deliver the cargo subject to the 
consignees undertakiog to pay tbeir cootribution to t^e 
general average Sometimes the ship owner may require 
in addition a cash deposit a^iost the contribution before 
be agrees to release tbe cargo 

The calculation of tbe cootnbution by the different 
parties to the general average loss IS shown in the follow* 
ing example 

Bxatitjile Total value of the adventure / 50000/* 
the value of the cargo / 20000/ value of tbe ship 
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{ 25000 value of the freight £ 5000 Cargo worth 
£ 5000 IS jetlisonsd The average contribution will be 
as shown below 





■j 


















When the goods are insured, the owner of them can 
claim from the insurer the amount of the general average 
contribution which he pays 

Yorife Antwerp RuUs — These are the rules meant 
for fixing the proportion of the general average contri* 
button Before these rules were framed different countries 
had different rules for the computation of the general 
average In order to bring about uniformity in the 
assescmentof the liability conferences of jurists adjusters 
merchants ship owners, etc , of different countries were 
held at York, Antwerp and Liverpool The rules framed 
there are today used as (he basis of the general average 
calculation A marine policy should indicate that the 
York-Antwerp Rules will be applicable in the rase of 
general average If it is not so mentioned the law 
and practice in vogue at the port destination will be 
applicable 

Si<6roga/io» “The doctrine of subrogation is apph 
cable to insurance contracts based on the principle of 
indemnity only According to this doctrine,'* the under- 
writer who has paid the insured for the loss beebmes 
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entitled to the rights and remedies of the insured against 
third persons liable for the toss Thus he can proceed 
against third parties tn the name of thh insured for 
compensation The foltowing rules govern the application 
ot this principle 

la) Where the tosnred pays for a total loss of the 
subject matter he becomes entitled to take over 
the interest of the insured in 'whatever may 
remain of the subject matter so paid f^r, and 
he is thereby subrogated lO all the rights 
^ aad remedies of the insured in respect of the 
subject matter 

(h) Where the insurer pays for a partial li^ss he 
acquires no title to the subject matter or what 
ever remains of it but 1 e is subrogated to all 
(he rights and the remedie< of the assured m 
respect of the subject mail^/ 

Assigntrteti) of PoliC) —A marine insurance policy 
can be assigned unless it contained letmS prohibning such 
assigomeut it may be assigned before or after the loss 
has occurred The policy may be assigned by endorse 
merit or any other customary manner When a policy 
has been assigned the assignee is entitled to sue oo it in 
his own name 

Fire Insurance 

Definttton — Fite insurance is a contract of Indemnity 
by which the insurer agrees jq consideration of the 
paymerit of premium to indemnify the insured upto a 
certain amount against loss or injury by fire which may 
happen to specific property during an agreed period 

As the fire insucaoce contract IS a contract of Indem 
nity the insured patty is entitled, in the e\ent of fire, to 
recover ooly the amount of the loss 
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Like the marine insurance contract, the principle of 
sibernmae fidei iS applicable to these contracts and thus 
the proposer must disclose ail matena) facts to the insurer 
whether he is asked to do so or not Further the principle 
that the insured must have an tMSurofile interest in the 
thing insured is also applicable to the fire insurance 
contracts Thus a person may insure his own property 
a trustee may insure property held m trust a mortgagee 
may insure the mortgaged property a common carrier 
may insure the things that come in his possession during 
the cdurse of h s business a pawn broker can insure the 
articles that are pawned with him and an insurance 
company has an in'uraWe interest in the property that 
hss been insured with it and it can reinsure it with 
another company 

o/ Pcitotes —The following are the mam kinds 
of fire policies 

la) Specific policy —This pobcy covers risk in 
respect of definite property t e , goods situated 
in a particular building 

(h) Floafitig poltcy . — It may be taken out to 
cover risk situated at dilTerent places This 
kintl of policy (s usually used in covering 
goods which are lying at a dock or a ware 
house 

(c) Valued fiaUcy — The agreed value of the 
property insured is stated in this kind of policy 
In the event of the property being completely 
destroyed the values® stated will betaken 
as the basis and tbe insured will not be called 
upon to prove the extent of the loss Thus 
a valued policy is used to insure all household 
property which if destroyed by fire would be 
difficult to value accurately later on 
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(rf) Average policy— Vlkea two or more rieJcs 
are insured id a single amount under thi<i 
policy the insurer undertakes to bear only a 
rateable portion of the loss to the property 
so insured 

(e) All tn P(Aicy — This kind of policy gives 
protection to the insured not only in respect 
of dee but thefts, damage by storms eic 
The Pro^csaf and Policji — A person desiring to 
insure certain property against hie must till in a proposal 
form according to the details required This constitutes 
an offer to the company which It may or may not accept 
When It accepts the offer, it issues a cover note which 
may be regarded as provisional insurance A policy is 
later on issued over the sigoature of the company The 
contract, however, is supposed to be complete as soon as 
the terms are accepted by (he company and the company 
is liable in the event of fire, even if the formal policy is 
not issued or if there is no provisiou to the country, even 
if the premium is not paid Though this is true, it is 
always safe to secure the policy 

A fire insurauce policy is generally issued for o»r year 
and at the end of the year it can be renewed For the pay- 
ment of the renewal premium, the company allows 15 days 
of grace If a fire occurs during the days of grace, the 
company can be made liable provided the amount of the 
premium is tendered immediately Policies which are 
issued for shorter periods thau one year are known as 
short period policies No days of grace are allowed on 
such policies for the purpose of renewal 

The question of deciding the amount of premium in 
the case of fire insurance policies presents many difficulties 
because of the complex nature of the risk In practice 
the calculation of the preiumm is usually based on a 
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coQSideratioD of the fottowiog hazards , (a) laternal 

hazards — the nature of the property, the provision of fire 
doors or fire fightiog appliancK, etc (b) external hazards — 
those factors which are likely to efl’ect the risk from 
outside,! e , construction of hydrants, the nature of the 
property sutroonding the insnred property, etc , (c) moral 
hazards the nature of the owner of the property, whether 
he IS likely to set fire to the property himself wilfully or 
is capable of deliberately abstainiog from takiog the 
necessary steps if fire were lo break out The premium 
thus has to be adjusted after taking into consideration 
the probable effect of the above mentioned hazards on 
the risk 

Importattt clauses 0 / the Poltcy-^Tbe following 
clauses in a fire policy are important from the point 
of adjusting claim in the event of fire — 

(1) Average cfoHje —According to this clause, if 
the property insured is worth more than the 
amount of the losoraoce. ibe “insured sbal 
be his own insurer*, t e, he shall have to 
bear the loss, if it occurs, m the ptoportion 
of the insured amount to the total value of 
the property Thus where the property worth 
Rs 10 , 000 /- IS insured for Rs 5,000/- only, 
if damage occurs by fire and is valued at 
Rs 1 , 000 /, then the insurer will pay only 
Rs 500/ The remaioicg loss will have to be 
borne by the tnsnred himself If such a 
clause i« not insetted, the company will be 
liable for the full amoont 

(2) CotttnbuUon clause — When the property is 
insured under more than one policy an insu 
raoce company can limit its liability under 
the policy to the proportionate contribution 
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in tbe event of fire by iDsertiD? this clause i 
If there <s no snch clause, the insured can 
recover the amount of the damage from any 
one of the insurer But the insurer who pa>5 
more than what is due from him, can claim 
contribution from co insurers When the 
cKuse' IS inserted, it deprives the insured 
of the liberty to sue anyone of the insurers 
for the damage 

(3 1 Second artrage clause — When property is 
insured under more than one policv, an insurer 
may ictiodnce this clause m his policy by 
which he restricts his liability, in the event 
of fire, to the excess of any loss over the 
amouot insured under other policies 

(4) flfanne clause —When certain goods are the 
subject matter of manoe policy as well as of 
a fire policy, the insurer under the fire policy 
tnav, by lotroducmg this clause, restrict his 
responsibility onU to the extent of any excess 
of loss over the marine pohcy 

(5) netmtalement clattse — By this c'ause the 
insurer reserves to himself the option of rein- 
stating, replacing or repairing the property 
that IS destroyed or damaged instead of paying 
the claim in money This clause is very 
common in policies covering buildings 

(6) Salvage claute — ^This clause permits the 
insurer to enter the premise' soon after he 
receives tbe notice of fire and take any steps 
for minimising Joss from destruction or 
damage Even if he takes any steps in the 
abov e manner, it does not amount to an 
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admission on the ptrt of the insurer of the 
insured s claim m respect of the fire 
(7) Arbilraiion clause — This clause presides 
that disputes about claims should be settled 
bv atbitration 

Claims —A claim under a fire insuratice oobes can 
bp made onl5 when (a) the policy is alue at the time 
of the occurance of fire and when no bi'each ol ssarranties 
has been made (b) the fire was not due tp the wilful 
misco duct of the insured himself (c) the fire tias 
solely and ent relv the result of the inherent vice of the 
subject matter and (d) the cause was directly or proxi 
mately (accordmsr to the principle of eausn pfortmn) the 
peril insured aeainsi 

When a fire breaks out, the insured must git e an 
immediate notice of il to the insurer The policies 
generxlly prot de for a period wi htn which (he notice 
most be given The insured must corppl\ with this 
condition Farther within a reasonable nme he should 
send fo the compaoy a claim giiing the details of the 
damage and stating the amount of the claim It is neces 
sary for him to produce c\idence in support of” his claim 
if the insurer requires it 

The fire insurance contract being a contract of indern 
n<t>, the insnred will not get more than the value nf the' 
Ids'; When the insurer has paid the Joss, by the doctrine 
of subrogation he gets all the rights and rcmedi-s of the 
insured 

Assignment oj Fire Policies — Fire policies are 
regarded to be personal cootracts and, therefore cannot be 
assigned without the consent of the insurer The insured 
however may assign to anybody the money due under 
the policy But lospite of this 'egal drawback, most 
policies contaiu a provision facilitating their assignment 
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Assignment may bp made by endorsing nr in any other 
customary manner In India, *'ections 49 and 1J5 of the 
Transfer of Property (Amendment) Act 1929, govern the 
assignment of fire policies 

Sec 49— Where immovable prepertr 19 transferred 
for consideration and eneh property or any part 
thereof is at the date of transfer, insured against loss 
or damsge by fire the transferee, ta eass of sueh loss 
or dsmaen may in the absence of a contract to the 
contrary, require any ntoney irhieh the transferor 
actually receives under the policy, orsomneh there- 
of as may h» necessary to be applied in reinstating 
the pronerty 

Sec 1^3— Every assignee by endorsement or other 
WTitios of a pulley of marine insoranee, or of a 
policy of insurance against fire in whom tbs property 
in the enhjeet insured ehall be vested at the date 
of assiennent, shall bate transferrsd end vested In 
him all rights of snit as tithe contract contained 
ID the policy had been made with hiiosell. 

LIFE INSURANCE 

DefntUon —Life insurance n a contract by which 
the insurer in consideration of ceiiam agreed payments, 
called premiums, undeifafces lo pay a certain sum of 
money to the person for whose benefit the insurance is 
made on the desih of the person whose life is insured, 
■or on ihe happening of erriam events contingent upon the 
durttion of life 

The life insurance contract, however, differs from the 
marine, fire or accident insurance contracts in many 
respects Firstly the marine, fire, and accident contracts 
are contracts of indemnity and therefore, the insured 
after receiving compensation for loss according 10 the 
actual value of ihe loss will be in the same position as 
before , while in a life insurance contract, a definite sum 
becomes payable on the happening of the event Secondly, 
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-lit life la'Qtance cou'ncts are contracts for loce pencd? 
and cannot be cancelled anle«s there ate any legal defects 
fou'id IB them but all other forms of mscraoce are 
contracts for short periods and the insurer has an option 
to refuse the r renewal after the espity of fhe term 
Thirdit the eseat iusared aga«n«t in the case of marine 
fire and acc dent insurance is uncertato and roav h ippen 
or mav not harpen If the e\ent dies not take place> the 
tasnrer does not pa\ back any thme from the premiams 
la the c»se of life insurance the eseot is hound tn happen 
someume or the other and the amount payab'e under the 
coBtrict s boaud to be pa d 

Like all other iDSutacce contracts the life tn««tar<re 
contract ts sJso a contract bi«ed on the prineiole of 
u6(mrrtae and the insured mas cisclose all matenal 
facts known to bim \ ooo disclosure of any naatetial 
fact wicbiB the kcowledpe of tbe insured would render 
the contract sod StmilarK the in«ated must haseaa 
insurable interest m the hapceniD? of the event, » e. 
bis relation to the etent much be such that h) its happen 
log he will have to suffer a pecuniary to<s. In the 
following cases person* base an insurable interest 
(a) etery person has lovurabl” interest in bis or her own 
life , (fal a wife has tosurable interest in her hcsband , 
lc> a husband has lusutable interest m his wife t (d) a 
creditor bus lUsurable luterest m the life of the debtor to 
the eateut of the debt , te a surety fca* io«irtabIe interest 
lu the life of the principal If) a trustee has insurable 
interest m respect of the interest of which he ts 3 trustee . 
fzl a partner in business can insure toe life of the co- 
partner to the e\ten' to which he has advanced capital 
lb) a company or bu-ooess firm mav insure the fife of its 
manager or technical experts 
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Kinds oj Policies —There are many types of policies 
which are in currrent tise today, but the following ones are 
important 

(l^ Who^e Life Policy — In this kind of policy, 
the amount becomes payable only at the death 
of the insured The premiums which are 
generally low, may be paid for a limited 
number of years or until death according to 
the arrangement. Such a policy can also be 
taken out by the payment of A single premium 
The pohev may be issued with profits or 
without profit* 

(2) EiidoiiineniPolui —This is a popular form 
of policy inasmuchas it gives the insured the 
benefit of investment a« well as insurance 
In (his kmii of policy, the amount becomes 
payable at the end of a specified period if the 
person survnes the period, or at death if it 
occurs earlier The premiums which are a 
bit higher than in the case of life policies are 
required to be paid for i limited number of 
years The policy may be issued with profits 
or withoui profits 

(3) Term Insurance — It is a kind of policy which 
IS issued for a short term The premiums 
requited to be paid ate al*o low The piincple 

I underlying the policy is that if death occurs 
within the term of the policy, the company 
IS liable to pay to the insured the sum If 
the persoo survives the period, the company 
does not pay anything Such policies, there- 
foie, are taken out on th* lives of borrowers 
of managing partners tn firms 
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Amone the ulher tynev of policies issueJ by insurance 
eomp-inies novz-a davs, mentfon may be m^de ol the 
]oint-Life I’oltcies, f^uaranieed Triple or Double) Denefjt 
Policies, Marriage Endowment I’oJicies etc 

Procediiri jot effecting Jnsurance —A peison desmnu 
to insure his life >& reiiuircd to Ail m a ptoposal form 
Information bearing on ibe life, iiabus and antecedents 
of the proposer are rH)uired to be s«aied in it with tilmost 
Kood faith 1 uriher, it is neccss *y to produce proof of 
nee next birth day , if il cannot be produced immediately, 
the company allows it to he sufintiited inter on . but if it 
IS not produced at ail considerable trouble may be ex 
perienced «t the time of 'eciinnff {layment at the claim- 
Tiie company usually rerjuirea the Dames of two re/erces 
who are actjuaimed wiih the proposei When the pro- 
posal form IS thus submitted alter teing duly completed, 
the company arranges for the mfdical examination of the 
proposer, The medical report and the proposal form are 
theil cdnSidered by the company's /directors If" they 
decide to accept the proposal, they inform the proposer 
accordingly and direct him to piy the Arst prpmium- After 
It is bafd the contract is comptete and the risk com- 
mences The pobey confaming the coniracf is then 
prefiared and after ii is duly signed by the directors is 
delivered to the insured 

The Paln.y — The life insurance policy issued in the 
manner described above is the evidence of the contract 
between the insurer and the assured. All companies do 
not us- a common form ; every company may have its own 
form. The policy must bear a stamp before it is issued. 
It is signed bj one or two directors and the manager of 
t!ie company. The following are the imiiortant pirticalars 
in the policy, (!) it slates ibal Ibe policy is Issued at 
the desire of the |iiu(oscr and wt the basis oi the 
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declaration made by ibe propcxer and the medical report , 
(2) company’s liab iiiy according to the terms subject 
to the payment of (be brst preiDiuin and the ‘subsequent 
premiums on the due dales (3) freedom of the company 
from liability if it is pro\ed that certain facts ha\e not 
been fairly stated or that there has been an active conceal 
ment of material facts f4> schedule con'aining particulars 
regarding the name of ibe assured his occupation, the 
sum payable the period of the agieement, etc , (SI the 
seal of the company and ibe stgnaiares of the directors 
and the manager or the aciuary as authorised by the 
articles of the company (6) conditions and privileges— 
proof of age, the days of grace for the pay men* of the 
premiums, revival of lapsed policy, paid np value cash 
surrender value, beuefiis for loial and permanent disable- 
ment, notificaMon to the company and payment of an 
extra premium if the assured underlalies, subsequent to 
the issue of the policy, work of any hazardous nature, etc 
Premiums,— Premioms are the consideration which 
the assured pays to the company for undertaking the risk 
Ihese premiums are charged according to the tables 
prepared by the company They are based on what are 
known as Morlahly laHes If the assured is employed 
in a hazardous occupation, the company may charge an 
extra premium This is known as loading the premium 
Premiums may be paid annually, half yearly, quarterly, 
or monthly Generally thirty days of grace ate allowed 
in the case of yearly, half yearly or quarterly premiums 
and fifteen days id the case of monthly premiums As 
regards tbe monthly preminms, the company may make 
an additional charge to cover the loss interest and the 
additional cost of collection charges. The Indian Income 
tax Act exampts the premiums from incom lax upto 
one sixth of the total income of the assured 
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Lotus an Palictes —Every insurance company now- 
a days is prepared lo gne to the insured the faciiiiy of 
taking a loan on the seconty of an unencumbered policy 
The rate oF interest may be from 5 to 6 p c The 
company grant* loans up o 90% of the sutrrender value 
If the loan is not paid before the policy is suirendered or 
becomes mature the comp ay is aufhortscd 'o deduct 
from the amount due the amount of ihe loan and interest 
at the stipula cd rate 

Siiyrefider I'aliie — If for any reason the in'ured 
IS inclined to surrender his iwlicy to the company and 
relieve It from the conti act under the policy, the company 
IS prepared to d ssolve the contract by paying an amount 
which rnay be a certain percentnge of the total premiums 
paid This IS known as the surrender value of the policy 
The company arrives at the suiiendec value after deduct* 
ing from the premiurns paid a reasonable amount for the 
risk undertaken during the period and the expenses of 
management Companies do not pay surrender values 
unle<s the policies have been m force at least for three 
years As the datalton of the policy increases the 
insurance companies allow a larger surrender value than 
in ca«es where a policy is surrendered within a shorter 
tune 

Proof of Dealh — When a policy becomes payable on 
account of the death of the insured, it must be proved 
This can be done by producing a certificate of death from 
the Registrar and a declaration as to the identity of 
tile person described in such a certificate lo case of 
death by accident or snicide, a copy of the finding of 
the ]ury is required If the death occurs in a foreign 
country, the certificate of death and the declaration of 
the medical practitioner whg treated the person must 
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br sabmitied with an attestation from ibe lintisb Cohsui 
resident there. In addition the person who claims the 
insured amount must prove his claim by secunnp n 
Uccession certificate or prpbale of a will or letters of 
adnTinistration If howe\er, the policy ha; been properly 
assigned and a nonce to that efTect has been given to (he 
company the assignee can get the amount on producing 
(he proof of deaih 

Assi^ntiienl of Policy — K life insurance policy can 
be assigned eitl er by endorsement of the policy itself or 
by a separate instrument A noii^ of assignment must 
be given to the company to make (he assignee’s t tie. 
effective against the company The company maintain* 
a register in which it records such notice* but at the same 
time it informs the insured that such registration does not 
amount to the acknowledgment of the title of the assignee. 
ACCIOENT INSURANCE 
In the Western counines the earliest form of accident 
insurance was the personal accident insurance In Eng 
land by the passage of the Employer’s Liability Act, 
1880, the employers were made liable for accidents to 
workmen during the course of employment They there 
fore needed protection against this liability A number of 
companies were started to deal with the new kind of 
business The end of the nineteenth century saw the 
development of 1 urglary insurance In the brief period 
of the twentieth century the various forms of accident 
insurance now to vogue made a remarkable progress To 
day accident insurance has become an important branch 
of insurance business on the continent 

Accident insurance, however has not developed much 
in India The recently passed Motor Vehicles Act which 
makes third party losuraace compulsory is liifeJy logne 
a fihp 10 the development in India of this branch of 
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insurance The following are the important kinds of 
accident policies that are in nse m the Western count 
ties 

(a) Wcrkmeti s Com^tisatioH /nsi«7’fl*ice“-The 
policies m this line of tnsorance are intended 
to give protection to employers who may be 
liable to workers foe oampeusatioa as laid 
down by the law of the conotry . In England 
employers are liable under the Fatal Acci 
dents Act 1846, the Fmploiers Liability Act, 
I88O1 and the Workmens Compensation 
Acts, 1925—31. for accideote arising out of 
and during the course of emplosment Tbe*e 
policies give relief to the employers from theit 
liability for cotnpensatioo claims 
A) 3Ietor Fehictes Irsuranct -Polretesare rssued 
to cover loss of or damage to motor \ ebicles 
and motor cycles They toclnde third party 
risk 

•'c) Burglary Insurance — 'Poltcies are issued to 
cover losses ansing from barglary, bouse 
breaking and petty thefts 

(•d) Fidelity Insurance —Fidelity insarancc aims 
at protecting employers from losses arising 
from mWetity of specified employees who 
are entrusted with cash and who may be 
tempced to delrand tronipames to large e'cfents 
tc) Persortal Accfdoft anti Srekness Insurance — 
Policies are issued to protect the insured 
persons against persODal arcideots, specific 
diseases aod lUnee^ This kind of insurance 
has been developiog very rapHlly 4n recep; 
3'ear' 
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Betides the different forms of acodeni jnsnrance 
mentioned above, theie are many others which arc in 
common use, e e Bad Debts Insurance, Bid Weather 
Insurance, etc 

BASIC INSURANCE PRINCIPLES 

In the discussion of the difleceat forms of insurance 
reference has been made to the various principles under' 
lying each type of insurance- A brief summary of th>-ee 
principles is given below , 

(1) Good Fattk (Uberrimae fidei) It has been 
stated before that all contracts of insurance 
are known as contracts bbecnmae fidei, t e , 
contracts based on utmost good faith All 
the parties to the contract must disclose all 
materral facts that are known to them Active 
concealment of any known material fact would 
render the contract void In addition, all 
patties must also behave in good faith during 
the entire period of the contract 
it] Insurable InUrtst —'Insurable interest is the 
second important principle underlying in- 
surance contracts It has been explained 
before that a person (s said to have an insur- 
able interest >f his relation to the subject- 
matter of hfs insurance is such that he would 
gam by the existence of the thing and would 
lose by its loss The point jof time when the 
insured must have an insurable interest in 
the Jsubjecl-matter to render the Contract 
valid vanes in different forms of insurance 
In life policies, the insnred must have an 
insurable interest at the time of taking out 
a policy but may not have it at the tune 
when the claim is made ; in marine insurance, 
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u must be existing at the time then the loss 
occurs , in fire and accident insurai ce, ic must 
be existing both a( the time of taking out 
x policy and at the time when the loss occurs 
/Hd<«imty~AU contracts of insurance except 
ing the contracts of life and personai ’\ccident 
insurance are based on the principle of in 
demnity by which the insurer is liable to the 
insured party only to the extent of the actual 
loss Thus the inclination for speculative 
gam IS removed from the kmd of insurance 
business and the insured has no temptation 
to over-insure a thing 

(+) S«hrog<rfrn« “By the principle of subrogaiion, 
the insurer gets all the rights and remedies of 
the insured against third patties to the extent 
to which he compensates the insured for loss 
Thus the insured cannot hope to secure 
compensation from two or more sources for 
the same loss It also gives some protection 
to the insurer who can hope to recover a 
part of the whole of the amount paid by 
way of compensation from third parties where 
they can be held liable Tbe principle of 
subrogation is applicable to contracts of in 
demnity only 

(5) Cp«f/'ibM{it>«» — The contribution clause is 
generally introduced in fire policies and in 
some accident policies It seeks to restrict 
the liability of the insurer to (he extent of 
hiS rateable proportion of the loss If this 
clause IS absent from the policy, the insured 
can recover the whole amount of the loss 
from any one of the insurers provided tbe 
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insured som cover*! the lass Bat any insurer, 
tvho pays the loss In excess of nbat is due 
from hinif can recover the amoant paid in 
excess from other co insurers In the propor-* 
non of fhclr Jiabilify for the loss of, or 
damage to, the s(ib/ect matter Contnbation 
principle docs not apply to life insurance 
or personal accident insurance contracts 
Althottgh the contnbotioa clause is unknown 
ID the marine insutance contracts, the princi* 
pfe of contribution Is sometimes observed 

(b) Arbitration— The fire and accident insurance 
policies osoaliy contain a clause known as 
the arbitiatioo efause by which the parties 
agree to soboiit aoy matter of dispute under 
the pobry to arbitralioo This clause is 
Qseful loasmuchas a satisfactory settlement 
of claims under fire and accident policies is 
a diSicuU task 

(7) CanceJMton — The cancellation danse Is com* 
monly found in marine floating policies It 
provides that the insorers may give a notice 
of cancellation at any time by registered 
post oir returniAg (be premium for the no 
expired period of the policy The cancellation 
danse is availed of by the insurers only in 
extreme cases where they have ground to 
believe that tbe insured has not been fair in 
his dealings with the insurers or where a 
fraud has been suspected on the part of the 
insured. 



CHAPTER XI 

LAW OF CONTRACTS 

*I^naranre of lav,' is no exciise’ is the reiort which is 
received by one who, when he conies to grips with law, 
pleads Ignorance about it Our present society is based 
on the rule of Uw and, therefore, every itidtvidual must 
possess the knowledge of essential law in outline. The law 
of contracts affects every person because every one of us 
enters into contracts every now and then In making 
purcliases, in buying a Railway ticket, in hiring a taxi and 
in many other activities of ours, we are really entering 
into contracts Without ever knowing them The business 
man enters into contracts mote (lequently than the 
individual And, therefore if the knowledge of law of 
contracts is essential m the case of an average individual, 
If is much more so lo the case of a business man Five 
point* of law he may nut know or grasp, but he can 
ceriainly avoid the common pitfalls if he possesses some 
knowledge of the contract Jaw It is, therefore, proposed 
to give here a bare outline of the Contract Act 

The law governing contracts in India is embodied in 
the Indian Contract Act of 1872 It lays down the chief 
rules relating to the formation, performance and discharge 
of agreements in general Originally it contained the 
law relating to sale of Goods and Partnerships also but 
laiteriy the relevant portions were separated and embodied 
into Self Contained Acts, vtx , the Sale of Goods Act 
of 1930 and the Partnership Act of 1932 Even then 
today the Act is not exhaustive and certain special tyoes 
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tlie proposal is said to be accepted The acceptance 
may be made by words or conduct It must be absolute 
and un conditional and m the manner prescribed by the 
person making the proposal Thus when a proposal has 
been made and accepted it becomes a promise The 
person making the proposal is called the frcmtscr and the 
person who accept® the proposal is called the ^irowtsee 

But pvcry promise does not become an agreement 
enforceable at law It mast be also backed by consi- 
deration When at the desire of the promisor, the 
promisee or any other person has dose or abstamedj from 
doing, or does or abstains from doing, or promises to do 
or to abstain from doing, something, such act or abstinence 
or promise is called a consideration for the promise. 
Bus the mere presence af a lawful consideration is not 
enough to make an agreement enforceable at law It 
must satisfy the remaining essential conditions, t, e , 
free consent, lawful object and competent parties Thus 
all contracts are agreements but all agreements are not 
eontrscts It is possible that there may be agreements 
which do not involve any legal obligation e g, the 
giving of gifts, but when an obligation is attached to an 
agreement, provided other conditions are satished, it 
becomes a contract 

There are certain agreements which are expressly 
declared by law as void and unenforceable at law. 
They are discussed latter on An agreement which is 
enforceable by laiv at the option of one or more of the 
parties thereto, but not at the option of the other or others 
IS a voidable agreement Thus a voidable agreement 
can be enforced so long as the patty entitled to avoid it 
do*® not do SO 

Cointniiiiicafion, acceptance and revocation oj Pro- 
posats The law regards the communication of a proposal a* 
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ete when it comes lo the knowledge of the person 
om It IS made Thus if A proposes, by letter, to 
sella house to B at a certain price, the communication 
of the proposal will be complete when B receives the 
letter 

The communication of an acceptance is complete 
against the proposor when it is put m the course of 
transmission to him, so as to be out of the power of the 
acceptor it will be complete against the acceptor when 
It comes to the knowledge of the proposor Thus in the 
foregoing examplci if B accepts A s proposal by a letter 
sent by post, the communication will be complete against 
A when the letter i$ posted and as against B when the 
letter is received by A> 

A proposal or ao acceptance can be revoked or called 
back A proposal may be revoked at any time before 
the communication of its acceptance is complete as 
against the proposor, but not afterwards An acceptance 
mav be revoked at any time before the communication 
of the acceptance is complete as against the acceptor, 
but not afterwards This can be illustrated from the 
following example A proposes, by a letter sent by post, 
to sell his house to B B accepts the proposal by a letter 
sent by Post A may revoke his proposal at any time 
before or at the moment when B posts his letter of accep 
tance but not afterwards B may revoke his acceptance 
at any time before or at the moment when (he fetter 
communicating It reaches A, but not afterwards Thus 
the communication of revocation is complete as against 
the person who makes it, when n is put into a course of 
transmission to the persou to whom it is made so as to be 
out of the power of the person who makes it as against 
the person to whom it is made, when it comes to bis 
knowledge 
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A proposnl miy he revoked in iny of the following 
ni)s — 11} by the communicaUon of the notice of revoca 
lion to the other parly, (2) by the lapse of the time 
prescribed in such proposal for its acceptance or if no 
time IS prescribed by the lapse of a reasonable time, 
without communication of the acceptance (3i by the 
failure of the acceptor to fulfil a condition precedent to 
acceptance or 4 by the death or insanity of the proposer 
if the fact of his death or insanity conies to the knowledge 
of the acceptor before acceptance 

Coviptleni pnrttes The second essential condition 
of a valid contract ts that the parties to it must be compe 
tent to contract Law re(pirds every person a« competent 
who has come of the age of majority accordmc to the law 
to which he is subject, and who is of sound mind and is 
not d squatified from contraciine by any law to which he is 
subject From this it is obvious that a minor is not 
tegarded as a competent person to contract and ihe^efoie, 
contracts entered into by him are absolutely yoid If 
howeaer, reasonable necessaries are supplied to him, his 
estate can be made liable for it A minor in India is one 
below the ape of IS years or. if he is under the supervision 
of the Court of W ards, below ihv age of 21 years 

A person of un<iouad mind is not competent to contract 
The law defines an onsound mind as one which is incapable 
of understanding a contract and of forming a rational 
judgement as to ns effects upon the interests of the person 
Ttut a person who is nsually of unsound mmd and 
occasionally of sound mmd may make a contract when he 
IS of sound mind Similarly n person who is usually 
of sound mind, but occasional}) of unsound mind may not 
make a contract when he is of unsound mind Conse* 
quenily a lunatic cannot enter into lalid contracts If, 
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however, he supplied with reasonable necessaries his, 
property can be held liable for it 

Apart from these two types of dtsquahhcations, certain 
persons are sometimes disqoalified for being competent 
to contract on political or other grounds Contracts of 
such persons are also vo d 

Free Consent of Parties By consent is understood 
agreement amongst parties upon the same thing in the , 
same sense, t e>, the parties must have the intention 
towards the subject matter of the contract. In addition, 
the consent must be free It is «aid to be free when it 
IS not caused by either coercion, or undue influence, or 
fraud or misrepresentation, or mistake The definitions 
of these terms are given below 

Cnereion is the commiitine or threatening to commit 
any act forbidden by the Indian Penal Code, or the unlawful 
detaining or threatening to detain any property to the 
prejudice of any person wrhatever. with the intention of 
causing any person to enter into an agreement Such an 
agreement is voidable at the option of the party whose 
consent was obtained in the above manner 

Undue inHuence vitiates the contract when the 
relations subsisting between parties are such that one of the 
parties IS in a posiiion to dominate the will of the other 
and uses that position to obtain an unfair advantage over 
the Other. A person is said to be in a position to dominate 
the will of the other where he holds a real or apparent 
authority over the other, or where he stands in a fiduciary 
relation to the other , or where he makes a contract with 
a person whose mental capacity is temporarily or perma 
nently a/Tected by reasons of age, illness or mental or 
bodily distress The burden of proving that itndtte 
influence ivis not used lies on rhe person who is in a 
position to dominate the will of the other Contracts 
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where undue influence can be proved are \oidable at the 
option of the part\ whose consent was so cansed* Anv 
such contract boteevsr, may be «et aside abso)n{e]> or, 
if ilie pa^n who v as entitled to asoid it has receiied 
aD% benefit thereunder, upon such terms and conditions 
as mai be directed by the Court 

Fraurf means and includes aoj of the foUowioff acts 
rommi'ied bv a partv loa contract, or with his conniiance 
or by his aaent with inient to deceive another party thereto 
or his auent, or to induce him to enter inio the contract * 
(l) the suggestion as to a fact of that which is not true 
by one who doe- not belieie if to be true (2>fheacttie 
concealment of a fact by one having kno«vled?e or belief 
of the fact (3) a promise made niibout anv inteotiOQ 
of peiformm? it; (4) any other act ftted to deceive; 
151 any such act or omis»ioo a< the law specially declares 
to be fraudulent 

But mere silence as to facts likely to affect ihe 
willingness of a person to enter into a contract is not fraud 
unless the circumstance* of the case are such that, regard 
lieiog had to them, ii >s the doiy of the person keeping 
silence to speak or unless his «iience is in itself equivalent 
to speech 

If fraud IS practised lo the above maoner, the contract 
IS voidable a: the option of the party whose consent is 
obtained b> fraud 

Misrepresentation means and nrlud'S , (11 the positive 
assertion in a manner not warranted by the informa'ion 
of the person making it, of that which is not true, though 
h> believes It to be true ; 12) any breach of duty which 
without an intent to deceive, gains an advantage to the 
person committing il, or any one claiming under him, 
hv misleading another to his prejudice or to the prejudice 
of any one claiming under him; (3' causing, however. 
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inrocentiv a party to an agre^meiit to make a mistake as 
to the sub'tancc of the thing which is the 'abject of the 
agreement 

In cases of misreprecentation, the contract is voidable 
at the option of the party whose consent was so obtained 
A party to a contract, however, whose consent was 
secared by fraud or by misrepiesentatioa may. if he 
thinks It fit insist that ihe contract shall be performed, 
aad that he shall be put to the position in which he 
would hate been if the repre'entaiions made had bees 
true But if snch consent was secured by misrepresenta 
tioQ or by fraudnTeot silence the contract is not voidable 
if the partj whose consent was so obiamed had the 
means of discotenng the (mth with ordinary diligence 

^fitfake or Ignorance of fact or law is also a ground 
for setting aside a ccf>'r*ct Where both the parties to an 
agreement are otider a mistake oj fad essential to the 
agreement the agreement ts void Thja can be illustrated 
from the followtog case A agrees to sell to B a 'pecific 
cargo of goods sopposed to be on its way from England to 
Bombay. It tarns ont that before the day of the bargain 
the ship conveying the cargo has been wrecked and the 
goods lost Neither party was awa'e of facts The agree 
mentis void In regard to ignorance vf lav, a contract 
IS not voidable because it was caused bv a mistake as to 
any law lo force in British India, but a mistake as to 
law not in force ip Briti'h India has the same effect as 
a mistake of fact « e . the contract is rendered void From 
the foregoing discnssion. it is seen that there mast be a 
mntaal mistake Where, theiefore, onlj one of the parties 
IS under a mistake as lo a matter of fact, the contract is 
not voidable 

Lav/ul conuderalton or lavful object — Lawful 
consideration or object is the very basis of a contract 
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If it does not exist & contract is rendered void It is, 
fherefore, essential to know folly what constitutes a lawful 
consideration or object The definition of consideration 
given by the Act is when at the desire of the promisor, 
the promisee or any other person has done or abstained 
from doing or doe« or abstains from doing or promises 
to do or abstains from doing something, such nef of 
absitntnee or promise Is called consideration for the 
promise The consideration thns may be past, present of 
future The circmioua definition or analysis would mean 
that ‘'consideration is something accepted or agreed upon 
as a return or equitalent for the promise” ' tb/s may b« 
* some benefit, right, interest or profit accrnine to or>e party, 
or some forbearance detrimem, lessor responsibility, given, 
suffered or undertaken b) the other in respect of the 
promise" Consideration and object are synonymous terms 
as what constitutes as consideration from the point of 
oni’ party becomes the object for the other 

The Act has laid down what are unlawful consideia* 
tions or objects A consideration or an object of an 
agreement is lawful unless * (al it is forbidden by lav/, or 
(b) IS al such a nature (hat, if permitted it would defeat 
the provisions of any law ; or (c) is fraucjulenl, of 
(d) involves or implies injury to «he person or property 
of another or (e) the court regaid* it as immoral of 
opposed to public pohey If consideration or object is 
unlawful in the above sense, the agreemenls is void- If, 
however, a contract consists of several promises or a 
promise to do many distinct acts some of which are legal 
and some illegal, provided they are capable of being 
separated, the legal portions could be enforced, but the 
illegal ones tt Quid be void. But if they are not separable, 
the agreement would be entirely void 
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All ifrreenifnts v.ttl out considerations are votJ, but 
an pxcepHoit is mide in three cases fa) if the iRreement 
IS in writing and regisieted under the Hiv for the time 
being mforce for the registration of'documenis and is 
made on account of natural lose and affection hetMccn 
parties sfnxdirig lit <t tiinr re/afiort /o e<TCf> other, or 
(b) if It IS a nromise to C0M/«NS<i/e, wholly or partly, a 
person who has already voiuatartly done something 
for the promisor or something which the promisor was 
legally compellable to do , or (c) tf it is a promise made 
in writing and signed by the person to be charged there 
with or by his agent generally or specially authorised in 
that behalf, to pay wholly or in part a debt or which 
the credilor might base enforce payment but for the 
Jan for the liwitotiens of suU$ In a») of these cases 
such an agreement is a contract Though these ate 
the exceptions provided in beetton 25 it further stales 
that the provisions at the Section shall not affeet the 
validity as between the donor and donee, of any gift 
actually made Thus if bonus is given by a company lo 
it^ employees and credited to their accounts in the books, 
suits could be maintained for their lecovery It is further 
provided that au agreement to which consent of the 
promisor is freely given is not void merely because the 
consideration is inadeijuate , but the tnadeguacy of the 
consideration may be taken into Account or by the court 
determining the question whether or not the consent of the 
promisor was free!} given 

The following illustrations will make the above provi 
sions clear — 

(a) A promises for no constderaiton to S'te lo B 
Rs 1,000 This IS a void agreeiiterit 

(b) A, for natural loie and affection promises lo 
gtic his Son B Rs 1 000 A puts hrs promise 
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(o B tn icntuis and register it This ts a 
contract 

(c) A Htias H a purse and gisrs it to him B pro- 
mises to gne >1 Rs 50 Thts 13 a contract 
M) A supports B a injant son B promises to gitc 
A s expenses in so doing This ts a contract 
fe) A Oi-es B Ri 1 000 but the debt ts barred by 
the Limiiation Act A signs a untten pro 
nitse to pay B Rs 700 on account of the debt 
This IS a contract 

(/' A agrees to sell a horse uoith Rs 1 COO /or 
Rs W As consent to the agreement va% 
/reeli gnen The agreement is a contract 
though the ccnstderaticn ts in/sdegiiate 
r) agrees to sell a horse u orth Rs ^,000 /or 
Rs 10 A denies that his consent to the 
agreement vas /reety given The inadequacy 
oj the consideration ts a /act ichich the court 
vill lake into cosideration in determining 
ichether a’s consent xeas/reety given or not- 
Agreements expressly declared to be void — The fifth 
eTsential cocdition of a valid cooiract is that the aRieement 
mast Dot be one which is expressly declared to be loid 
The followinR ..re declared as void agreements (a every 
agreement id restrain* o/ the marriage of any person other 
than a minor is void . such an agreement is regarded to 
interfere with the freedom of an mdividoal and therefore, 
against public policy and hence illegal, (b) every agreement 
by which any one is restrained /rom exercising a lav/ul 
profession, trade or business of any kind is to that extent 
'Old But there is one general exception to this rule 
One who sell® ihe goodwill of a busmens may agree with the 
buyer to refrain from carrying on a similar bnsine«s, within 
specifed local limits, so long as the buyer, or any person 
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deriving tiJje Jo the Roodwill from b>in, carries on a JiJte 
business therein, provided that «ucb )i)7i)ts appear to the 
court as rea‘ionable regard bern^ bad to the nature of the 
business. (Besides this ouBiJially there were two other 
exceptions, but they have been repealed by the Partner 
ship Act when it was separated from the Contract Act* 
These exceptions are t Firstly partners may upon or in 
anticipation of a dissolution ot the partnership, agree that 
some or all of them wd) not catrv on a business similar 
to that of ihe partnership within specified local limits 
Secondly, paitners may agree that some one or any one 
of them Will not carry on a business other than 'hat of 
the partnership during the continuance of the partnership)! 
It every agreement by which any party thereto is 
t-etrncred absoluttly from enfotcmg bis rtgfifs uudtr or 
in rtiptct of any coutraet, by the usual legal proceedings 
in the ordinary tribunals, or which fimifs the fttne within 
which he may thus enfo ce bis rights, is void to that extent 
An agreement, however, to refer a dispute to arbitration. 
IS not void , (d) agreements, the meaittng of which is not 
certain or capable of being made certain, are void : 
(ef agreements by way of tragcr are void A wager is an 
agreement between two parties by which they undertake 
that if a given event is determined oneway, one of them 
shall pay a sum of money to the other, and il it is deter- 
mined in the other way the latter shall pay to the former , 
(f) agreements to do an net which is tmposs*ble in itself 
ot which becomes subsequently impossible without any 
default of any party are void 

Written or Registered Agreemenlt — Lastly, an ag* 
reement must be in wilting, attested and registered if 
certain laws lay down these conditions as necessary, e g , 
the Transferor Property Act requires every lease, gift, sale, 
or mortgage of immoveable property to be in writing. 
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Ptrformanct of contracli — Performance of a contract 
means doing or caosio? to be done what the protniser has 
prom =ed shall he done The law lays that the parties 
lo a coofact must eitner perform, or offer a perform 
unle<» 'uch perforraanct is dispensed with or e\cn«ed 
under the prot'sions of the Contract Act or of any other 
law It lays do«n further that in case of the death of 
the pfotniser before performance, promises become binding 
on the representatives of the deceased promiscr, artless the 
cuniract intends otherwise Contracts involving personal 
<crvice, skill or qnalificauons woofd end on the death of 
ihe promiser- This w«U become clear from the following 
illustrations 

[a) A fromtsts to dehver goods to B on a 
certain day on payment ofRs tOOOl A 
dies before that day A's representatives 
are bound to deliver the goods to B, and B 
it boitnd to pay R» lOCQ ■ to A^s represen- 
lattves 

(&■ A promtses to paint a picture fcr B 6y a 
certain day, at a certain price A dies 
before that day The contract cannot he 
enforced by A s representatives or 6y B. 

The demand for performance can only be made 
generally by the parties to the contract A third person 
cannot acqojre any rights under it unless be be a beneficiary 
or nn assignee Thus the following are ins ances as ercep 
tfon® to the general rule where a third party can enforce a 
contract (a) where by a contract between A and B an 
express or implied trust is created to favonrof C; (b) where 
a party IS esfo^^ed from decyicg liability to pay or to do 
something for a third person , (c) where there is a family 
settlement; (d) wheie on a partition of family a heoefit 
i<! secured to female freinbers of the family who were 



242 METOODS i SftCHIXEftV OT BVSISCSS 


ecliiled 'o mainfenat'ce , fej where there has been an 
a«siaorT)*'it of rights under a contract in farcnr of a third 
pencn oy act of a party or by operation of law, 

Tendtr is a itchoieal term used to describe an 
offer of performance of a promise* Where a protni-er 
has made an offer ol p'fforraance. to the promisee, the 
pTomiser is not re‘tion*iblc for non-performance, nor does 
he tbereb' 'o't his lights nnder the contract, bot to 
obtain thi* protection ihe lerder mt?*f be valid A tender 
▼ ill b» vahd if (at it is unconditional, (b) tt rs made 
at a profier ttmt and place, and oodet snch circnmstances 
that toe person to whom it is made m«> have a reasonable 
opportnniy of asceriaininB that the person by whom it 
IS trade is able and willing, there and then, to do the 
whole of «na' h“ »s bound by his promi't to do ; (e) the 
offer IS ao offer to deliver aoylbieg to lbs pr&mj<ss, the 
promisee nro*' have a reasonable opportnoity of seeing that 
the (fung offered tt the tktng which the proint«er has 
agreed by his prcrp'** to deliver If there are joint 
promisees, offer to any one of them in the above manner 
IS an offer to a1) of tbetn. 

A« regards the parires vho muxl perform a contract, 
(be Act has proetded that if i( appears from the nalore 
of the case that it was tfa« intention of the parties to 
any contract that any promise contained in it should be 
peiformed by the promises, sncb a promise sncst be pet* 
formed by him alone. In other cases, the piomiser or 
bis represeniaiive may employ a competent person to 
perfcrm the promise From this u follows that oontracis 
•nvohjBg persons! sViJlsand qualifications cannot be per- 
formed by depuiies- If a proiaisec accepts per/ofmacce 
of (he promise from a (hrrd persoo, be cannot afterwards 
enforce it against the protaiser 
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1 uither, when iwo or mart persons have made a 
joint promise then unless a contrary intention appears 
from the contract all such persons during their joint 
hve= must fulfil the promise after the death of any one 
of il em his representative jointly with the survivor or 
survivors must fulfil the promise and after the death of 
the last survivor the representatives of all joinily must 
perform the promise In the case of joint prom'^ers, if 
there i" no asreement to the contrary the promisee can 
ccmpe) any cne or more of such }oij}t promisees jn 
perform the whole of the premise But to i rotect 
the po'ii'on of the joint promisers tnter se it is provided 
that unless there ts a provision to the contrary each of 
two or mote joint promisers may compel every other joint 
promiser to contribute equally wuh himself to the per* 
formance of the promise If, however, any joint promiser 
delaiilts, the loss so arising must be shared equally by 
the remainiag joint promisers 

Further, if one of he joini promi«ers is released 
by the promisee, it does not d'scll'irge the other joist 
promiser or promisers nor does it free the promiser so 
released from responsibility to the joint promi'er or 
promisers 

Further, if a person ha% made a promise to two or 
more persons jointly, unless it is provided to the contrary, 
the right to cJaim performance rests with them dunrg 
their joint lives and with their representatives jointly 
after the death of any or all of the joint promisees Thus 
when A in consideration of Rs 5 000 lent to him by 
13 and C, promises B and C jointly to repay the sum 
with interest on a day specified B dies The right to 
claim performance rests with B's representative jointly 
with C during C s We and after the death of C with the 
tepte«eninti\es of I> and C jointly 
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Tune nMd Place Sor Ptr/ormanct Where accordiop 
lo the terms 0 / a contract a ptom'ser is to petforoi 
his promise toiihorit apphealion 6y tUe provnstt, and 
MO ttrne for performance is specified the undertaking 
must be performed within a reasonable time What is 
a reasonable time will depend on the nature of a particular 
case but in the above case if the dai of performance 
IS mentioned, the promiscr may peiform it at any time 
during the usual hours of business on such a day and at 
the place at ivhich the promise ought to be performed 

When, however, a promise is to be performed on a 
certain day. and the piomi«er has not undertaken to 
perform It ttM/AoHt applteahoit by the promtsce, it is the 
duty of the promisee to appty for the performance, at 
a proper place and within the usual hour of business ^ 

Que when a promise is to be performed n/ilhout appu 
ealton by the promisee, and t>o place is fixed for tt'e 
performance of it, it is the duty of the promiser to apply 
to the promisee to appoint a reasonable place for the 
petformance of the promise and to perform ii at such 
a place 

The performance of any promise may be in any 
manner, or at any time which the promisee prescribes or 
sancijoos Thus if A owes B Rs 1000/ B accept- some 
of A s goods in reduction of the debt The delivery of the 
goods operates as a part-payment 

As regards reciprocal promises to he simulianeousty 
performed, no promiser need perform his promise unless 
the promisee is ready and willing to perform his reciprocal 
promise. If the order in which promises are to be per- 
formed IS fixed, they most be performed in that order , 
if no order is fixed, they should be performed in the 
order indicated by the oalure of the contract Further, 
ID reciprocal promises, jf one party to the contract prevents 
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the other from performing his promise, the contract 
becomes voidable at *be option of the party so presented, 
and consequently he i-. entitled to compensation for any 
loss v;hich he may suffer. If the performance of one 
promise is dependent on the performance of the other, 
if the promiscr of the Htter fails to perform it, such 
promiser cannot claim the perfortnance of the reciprocal 
promise and must make compensation to the other party 
to the contract for any loss which he may suffer by the 
non pctfotmince of the promise. 

In cases di«cu8sed hubetto tune was not regarded 
AS the essence of the contract and in those contracts 
where time was not mentioned a party was supposed 
to perform It ivithin a reasonable rime But Section 55 
lays down that when a party lo a contract promises to 
do A certain thing at or before a specified time, and fails 
10 do any such thing withm the time, the contract or 
A part of contract not <o performed becomes voidable 
at the option of the promisee if the tfiten/ron of the 
parties tvos that t/me should be the essence of the 
contract If, however, by the intention of the parlies 
time was not the essence of the contract, the contract 
does not become voidable in (he above manner, but the 
promisee is entitled to compensation if he suffers any 
loss by Its oon-performnnee before specified time Further, 
if m case of a contract voidable on account of the 
promiser’s failure to perform his promise at the agreed 
time, the promisee accepts petfotmance of it at any time 
other than that agreed the promisee cannot claim any 
compensation for any foss occasioned by its non-perfor- 
mance at the lime agreed, unless at the time of such 
acceptance he gives notice to the promiser of bis intention 
to do so 
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Dtscharge oj a Contract — The discharge of a contract 
IS Its terminalion A contract may he discharged in the 
following ways • (a) «t may be discharged by fulfiling 
the promises Thus ivben obligations undertaken are 
earned out the contract comes to an end in the natural 
cour«e , lb) it mav be discharged by mutual agreement 
between the parties Thus an agreement of waiver or 
abandonment to the effect that the contract shall not find 
any of the parties ends the obligations , or the parties 
may agree to suhsfitnte a new contract in place of the 
old one and thereby agree to discharge the original 
contract or the contract may end by the non-fulfilment 
of a candti’on oc iht occurence o/an event if there i» a 
provision that the fulfilment of a conditiop or the occurr- 
ence of a certain event sba)) discharge the parties from 
further liabilities ; ’c) it may be discharged if the per 
formance of the contract becomes impossible by reason 
of some event which the promises could not prevent , 
(dl ir may be discharged by the operation of law e g, 
when a person is declared as bankrupt and discharged, nil 
his debts and liabilities terminate, (c) it* may be discharged 
by a breach of promise When a parly to a contract 
has refused to perform, or disabled himself from performing 
bis promise in its entirely, the promisee mav put an 
end to the contract, unless he has signified by words or 
conduct his acquiescence in its continuance Every breach 
of promise confers a right of action upon the injured party 
against the party who has committed the breach, and 
also discharges the injured party from his obligations under 
the contract 

Forms of Breach and Remedies —A breach of promise 
leading to discharge may occur . fa) “by renunctation 
before the obligation for performance becomes due , ,b) by 
impossibility created by one party before performance 
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js , (cl h\ reritoiciation the totir'JC of Kr/ortiinucf, 
{<!) bN iMi/'OSsrfii/jJj wiled b> one |nni »n f/ie course 
of j^er/ornmitca (e) b> f tiure of perfOTmiiuct of ptrl or 
of t(ic tiromt<e 

nseij pirJv jnjiiret} by breach of proiui'ie demes 
three rjcbis (1) «!peeific peifornnrce, (2) injunction, and 
(3J dimTSes In nil cises of brcicb the injured party 
t«i eninled to receis* dimaRes tUoupb tbes mi\ be luerelj 
nominal if clamnces can ndesinatelj remedy a hreacli the 
coutta ".ill not uaualK print apectfic performance Siinilarlv 
injiioctton will not be granted tf the court is siti«hed that 
aarjctinn of daunces nould aileri«ateli inaVegriod the loas 
suffered hj the injured parts 

Dfliiiajea When a contract Ina been broUen the 
partj who aulTeta by a«ch a breach is etitu led tn receive 
from the partj who has broken the contract compen«itiOn 
for an) loss or damage can«ed to him 1 lie object ©I 
granting «tich n compenaotien i< lo put the injured person 
in the same position with reaped to damagea as il the 
contract had hten petformed Htnce cmi'pensMion can 
be claimed onia when the loaa or damage an«ea natntall) 
in the u«ual course of things from *«ch breach or which 
the parties knew, when the conlrnct was made, to be 
likely to result from the breach of it '^ueb compenaaiion, 
however, will not be given (or mv remote and indirect lova 
or damage auMained by reason of the breach It la further 
provided chat in estimating the lo«a or damage the means 
which existed of remedjing the inconiiefiience caii«ed hi 
the non performance of the contrnvt miivi be taken into 
account 

The same conditions apply to a case when an oblipition 
resembling a contnet has been undertaken and has not 
been discharged any per<»a injured by the failure to 
divcharge ii IS eimtleil to receive the same compensation 
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from the party in default as if such person had contracted 
to discharge it and had broken his contract 

In conclusion, it should be noted that damages are 
given as a compensation to put the person in the same 
position in which he would have been if the contract 
had been performed and not as punishment*- The injured 
party can, therefore, recover only the actual lo'S suffered 
by him and not exemplary damages 

In cases of contracts, however, where a sum is named 
by the terms of the contract as the amount to be paid 
when a breach occurs or where the contract contains any 
other stipulation by way of penalty, (t e . Uquttlaled 
damasts and penally) the party suffering from breach 
IS entitled, whether or not actual damage or Io«s is proved 
to have been caused, to receive from the party breaking 
the contract reasonable compensation not exceeding the 
amount mentioned or as the case may be, the penalty 
stipulated in the contract Bui an exception is mnde to 
this general provision when any person has entered into 
any batl-bond, recognisance or any other instrumenl of 
the fame nature, or under the orders of the Government 
of India or of any local Government, has given any bond 
for the performance of any pub'ic duly or act in which 
the public are interested , in such cases if a party commits 
a breach of any such instrument, he shill be liable lo pay 
the te/io/c sum meatfooed in the insteumenf The follow- 
ing cases will illustrate the points discussed above — 

(rt) A contracts with B to pay B Rs JOOO if he 
fails to pay B Rs 500 on a given day A 
fails to pay B Rs 500 on that day B is 
entitled to tecoverfrom A such compensation 
not exceeding Rs JOOO as the court mav 
consider reasonable’ 
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(i) A contracl'i with B that tf A pracUsts as a 
surgeon wtlktft Calcutta he wtU pay B 
Rs 5000l A practices as a surgeon in Cal 
cutta B IS entttled to such compensation 
not exceeding Rs 5000 as the court may 
consider reasonable 

(c) A gti's a recognizance binding him in a 
penalty t>j Rs 500 to appear in a court on 
a certain day He forfeits hts recaenteance 
He js liable to pat the whole penalty 
\d) A gnea B a bond for the repayment of 
Rs lOOOl ^t/li interest at 12 p c at the 
end of 51* montha with a shpulaiton 
that in case tf default, interest shall be 
payable at the rate of 75 pc from the date 
of default This is a sltpulafion by t<.‘ay 
of penalty, and B is only cnfifl d to recover 
from A such compensation (Ti the cot<rf 
considers reasonable 

(e) A who owes money to B,a mo«ey/e«rffr, 
undertakes to repay him by deln-ertng (o 
him 10 maunds of gram on a certain dale, 
and stipulates that m the event of hts not 
delivering the sltpulafed amount by the 
siipulated date he shall he liible to deliver 
20 maunds This ts a sUpiilation by way 
of penalty and B ts only entitled to reason- 
able compensation in case of 6reoc/» 

(f) A uudertakes to repay B a loan of Rs 1 000 
by five equal monthly instahnenls utth a 
stipulation that in default of payment of 
any instalment, the whale shall become due‘ 
Tilts stipulation ts not byway of penalty 
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anet the coHiraet may be enforced according 
to Its terms 

(g) A borrows Us tOOj from B and gives him a 
bond for Rs 20Q{ payable by five yearly 
t'istalments of Rs 40j with a sttpulaiton 
ll at tn default of payment of any tnslal 
inent the whole shall become due This ts a 
stipulation fty ifi/ji o/^»ia/ty 
Agency 

Tn Ciiaplfr ffl of ihis book the role of ’he diffcreni 
mercantile afi'ents >n trade has been hrieiiy diseassed 
It IS proposed to give here in outline the relating law to 
agency 

Agent and Principal defined —An agent is t person 
employed to do any act for another or to represent another 
in dealings with third persons The person for whom 
such act IS done or who is so represented is called the 
principal Any person who i« of the age of majority 
according to the law to which he is subject and who is 
of sound m nd may emplo) an agent Any person may 
become in agent but 1/ he is not of the age of majority 
and of s und mind iboiigh I e can bind the principal 
in trinsaciions with tl ltd person will not be himself 
liable to the principal No consideration is necessary for 
creating an agency 

Agent s aidliortly and tts Revocation —The authority 
of an agent may be expressed or implied An authority 
IS express when it is given by words spoken or written 
It IS implied when it is to be inferred from the cit 
cumstances of the case » e things spoken or written or 
the ordinary course of deilii^ fn mercantile transactions 
the agent s authonty la generilly determined by the 
usage or custom of the particular business in which the 
agent is employed 



LAW OF CONTRACT'. 


251 


When an agent is given an authority to do an act, 
he has authority to do every lawful thing which is neces 
sary la order to do thit act An agent having an authority 
to carry on a hu'tness has authority to do every )arv/ul 
thing necessary for the purpose or usually done m the 
course of conducting such business c g A is employed 
by h residing in London to recover at Bombay a debt 
due to D A may adopt any legal process necessary for 
the purpose of recovering the debt and may give a valid 
discharge for the same or where A constitute* B hiS 
agent to carry on the business of a ship builder, B may 
purchase timber and oiher mater als and hire workmen 
for *ne purpose of carrying on the business 

In an emergency an agent has authority to do all 
such acts for the purpose of protecting his principal from 
loss as wnuld be done by a person of ordinary prudence 
in his own case under similar circumstances Thus an 
agent for «ale may have goods repaired if it be necessary 
or for example, when A consigns pTov)«tons to B at 
Calcutta with mstructioos to send them immediately to 
C at Cuttock, B may sell them at Calcutta if they will 
not b^ar the louroey to CuitocL without spoiling 

A Sub agent is a person empIoyi‘d by, and acting 
under the control of the oiiginal agent in the business 
of agency An agent cannot lawfully employ a sub agent 
to netfotm acts which he has expressly or impliedly 
UndertakeD to perform himself unless b} the ordinary 
custom of trade a sub agent may, or from the nature of 
the agency a sub agent must, be employed Where a 
sub agent is properly appointed, the pnncipaj is, so far 
as regards third persons, represented by the sub agent 
and is bound by and ttsponatble for his acts as if be 
were an agent ongioally appointed by the principal The 
agent IS responsible to (he pnncipai for the acts of (be 
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'iub-agern Tl’e «ub acent J"? Twponsible for his acts to 
the aftent, but rot to the principal except tn case of 
fraud or wilful wrong id which case the principal can 
hold bitn respors ble 

\\ her, however an apent has <T/</'Ofnfei# a sub ngenf 
uii7tou/ ftiiihariii he stands in relation (o him as (he 
principal and is responsible for his acts to the principal 
and third pirties The principal is not bound by the 
acts of such a sub aReni nor is the latter responsible to 
the former 

Where an apent posses«es express or implied authority 
to name another person to act for the principal in the 
business of the acency Snbsfifnted a£ent, and has so 
named a nereon such a person does not become a sub* 
agent but an aeent of the rripcipal for «uch part of the 
business of the acencs as is entrnstei) to him But in 
naming such a person the agent must take proper care 
and if he does this he la not responsible to the ptincipal for 
acts of negt gence of the substituted agent Where acts 
are done b\ one person on behalf of another hut without 
his knowledge or authority, he may choose to recfi/y or 
disown such acts If he taiihes them they will have 
the force of valid acts The ratification may be expressed 
or implied When an act is ratified, it applies to (he 
w Sole of the transaction ot which the act formed a part 

\\ lien an authorised act, if done with authority 
Would have the effect of subjecting a third person to 
damages or of ternunating any right or interest of a 
third person, it cannot be made to have the same effect 
by ratiBcation 

Finally, no valid tatificatitm can be made by a person 
who'e knowledge of the facts of the case is materially 
defective 
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'iQ a^eicj r-av be tenninaied in anv cf the fDliowicg 
ways la) bv ihe principal re\o\«PC his anlhonty . or 
(h) bi. the ag^nt ■^roaacing the bsEiPcss of agerci ; or 
(c) bv the cctnpietion of the fcn«icess , or d' b\ the agent 
or pnccipal dyiPR cr bectsmiTig of cn'ccnd tried , or 
(e' by the adindicatior of the fmcipai as lo'olsent.or 
(f) bv eS.ux of ire tre r\ed cr ‘g) bv the detenrnnattOB 
of subject taai.er or b) bv aav oiher mcapacjiv of 
the priDcipa! or of the asent Ttie termnatioc ct the 
acthonty of aceai causes il e vetminattoD of the aisihoniy 
of «ub-ageBts 

Agenf’s a«t> it ’he Prtnetpai- — agent is bound 
to conduct the business ol his principal according to the 
directions given b> him or lo the absence of am such 
directions according to the cusiom which prevails in 
doing bosioess of the same kind at ibe place wbete the 
agent coodccta sneb business Futiber the agent is 
bocsd to cQodoct the business ol the agency with as 
mneh skill as ogeaeraily po«e*=$e<i by persons engaged 
in similar bo-mess onle^s the princir^l has notice of 
his want cf skill Again he is bound lo reader proper 
accoaccs to his principal on demand In cases cf 
di&culiies he IS bound lo use all rea-ocable diligence m 
communicating wiib his principal and la «eeiing to ob’aia 
his iBStruct'Ous. An agent rs cut entitled to tcakeacy 
profit for himself oat cl Uaucactions into which he may 
bale entered in the coerse of ecjpJojTaect as an agent 
beyond the agreed commission. Such profits belong to 
the principal . and be is erea eniiUed lo repudiate the 
irassactioa if reces*ary If an agent, wittccc the kcoa- 
ledge of the pnccipal deals la the business cf the agency 
on his own account ii e . as principal) instead cf on 
account of hia principal the pnncipaf is entitled to cUim 
from him any benefit he laaT have derived from the 
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transacticti Finallj, he cannot delegate his autl only 
|n another person unless specifically aotbonsed or per* 
mitted hy the custom of the trade or the nature of the 
agency. 

Rigftls of an agent —An agent is entitled lo receise 
remuneration or reward lor bis work as may be agreed 
upon between him and the principal In the absence of 
any special contract payment for the performance of 
any act is not due to him until be has completed it But 
)! an agent is guilty of miscoadact la the busme«s of 
agency he IS not entitled to any remuneration in respect 
of that part of the business wh'cb he has misconducted 
Subject to this provision he may retain out of sums 
received on account of ihe principal in the business of 
the agency all moneys due to himself m respect of 
advances mnde bv him in cooductisg such business and 
also euch remuneration as may be payable to him for 
acting as agent In addition, m (he absence of any 
contract to the contrary, he is also entitled to retain 
goods papers and other property whether moveable or 
immoveable of the principal received by him until the 
amount due to himself for his commission, disbursereots, 
and services has been paid or accounted for to him 
Further he is eniiiled to be indemnified by the principal 
aga nst the consequences of all lawful acts done by him 
in exercise of tb» anthority conferred upon him. He is 
also entitled to be indemuified for acts done in good faith 
though they may cause an injury to the rights of third 
persons and therefore anlawfuf If he is employed to 
do a criminal act, if he cannot claim to te indemnified 
against the consequences of such an act But he is 
entitled to receive compensation from the principal in 
respect of injury caused to him by the principal s neglect 
or want of skill However no coropeDsatjon due to 


LAW OF CONTB4CTS 


255 


him il the injury results Item his own negligence or 
acquiescence li ne bad ibe baowledge ol the risk of the 
agency 

Ltabtltli of the Pnncipal '~‘A contract entered into 
through an agent and obligations arising from act'- done 
by an agent may be euFocced in the «ame manner and 
will have the same legal force as if tiie cootracr had been 
entered into and the steps done by th' principal to person 
Where ihe agent acts ulna vires his authority if the 
aathonsed and unauthorised parts of the act could be 
separated only the former part is binding between him 
and the principal But if the above meotionrd acts cannot 
be separated the principal i« not bound to recogot** the 
transaction Ary notice given lo or information received 
by the agent in tbe course ol busine«s iran^acted by him 
for the principal shall as between tbe principal and third 
parlies have the same legal cousequences as if it had been 
given to or obtained by the principal The principal 
would be bound by even unauthorised acts of the agent 
if he bas by hiS words or conduct induced third persons 
to 1 ebeve that such acts and obligations were vvitbin 
the scope of the agents authority A principal is also 
liable for the frauds committed or misiepresentations made 
by an aseut acting m tbe course of his business for him , 
but if frauds committed or misrepreseatations made do not 
fall within the authority of tbe agent, they do not effect 
the principal 

IV ben can an Agent sue and be srted personaJl}.^ 
Asa general rule, unless there «sa contract to thecoutrary, 
neither an agent can personally enforce contracts entered 
into b) him on behalf of his principal nor is be personally 
bound by them, buch a contract to the contrir j may be 
presumed in the following cases — 
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liim'elf before the contract is completed, the other 
coniraclicff party may refuse to fulfil the contract, if be 
can show that, if he had Itdowd who wa® the principal in 
the contract or if he had known that the aReni was not 
a principal he would not have entered into the contract 
Where one makes a contract with another neither knowing 
nor having a reasonable ground to suspect that the other 
IS an agent, the principal, if he requires the peTformance 
of the contract can only obtain it subject to the rights 
and obligations subsisJing between the agent and the other 
party to the contract 



CHAPTER XM 

LAW REGULATING SALE OF GOODS 

The present Indrao sale of Goods Act regtilatiog sale 
of goods was passed id 19J0 Before that certain 
sections'Sec* 76 — 123 — Of the Indian Contract Act of 1872 
contained provi«ions regalating sale of goods But with 
the elapse of time, a separate aod comprehensive law was 
felt necessary Heoce thelegislature enacted the present 
latv 10 1930, which is mainly based on the English Model 

Sale and As'fenteni to Sell — A contract of sale of 
goods IS a contract whereby (he seller transfers or acrrees 
to transfer the property lo goods to the buyer for a price 
When the propeity in eood« is transferred from the 
seller to the buyer, the contract is called a Sale, but where 
the transfer of the property in ihe goods is to take place 
at a future time or subject lo some condition thereafter 
to be fulfilled, the eoniract IS called an 0 greemenf to sell, 
bucli an agreement to sell becomes a sale when the tune 
elapses or the conditions are folfilled subject to which the 
property in the goods t« to be transferred Thus the 
deciding criterion of determininR whether there was a sale 
or merely an agreeraeol to sell is the transfer or "passiug" 
of property 

A contract of sale is made by an offer to buy or sell 
goods for a price anil the acceptance of such an offer 
The contract may provide for the immediate delivery of 
the goods or immediate payment of the price or both, 
or for the delivery or jwymeal by instalments, or that the 
delivery or payment or both shall be postponed A contract 
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of sale may be made in wriling or by word of month, cr 
partly in wnMng and partly by word of month, or may 
be implied from the condcctof the parties 

The goods which from the subject matter of a contract 
of sale may be either esistingr goods owned or possessed 
by the seller, or futnre goods There mav be a contract 
for the sale of goods the acgnisition of which by the seller 
depends npon a contingency which may or may not 
happen. In this conoectioo the term goods means every 
tmd of moveable property other than actionable claims and 
money and inclodes stacks and shares, growing crops, gra*s 
and things attached to or forming part of the land which 
are agreed to be severed before sale or under the contiaet 
of «ate specffic geods mean goods ideniiEed and agreed 
open at the time a contract of safe is made future goods 
mean goods to be mioofactared or prcdnced or aeqnir'd 
by the seller after '&e malnog cf tbe contract of saJe. 

Where there is a contract far the sals of specific 
goods, the coo'ract becomes void if the goods, at the time 
when the cont'aet was made, have perished withoet 
the know'edge of the seller or becomes so damaged as 
no longer to answer to their description m the contract 
Farther, when there is an agreement to sell specific goods 
and snbseqoeiitly Che gocds wiiboot any fault on tbe part 
of the seller nr bnver perish or become so damaged as no 
longer to answer to ibeir descnptioa in the agreement before 
thertsk passes to f’lC 6«y«r the agreement becomes void 
Price The price in a contract of sale may be fixed 
by the terms ot the contract or mav be left to be fixed 
in a manner thereby agreed or erav be determined bv 
the cati'e cf dealing between the parties. V he'e 
pnce IS cot determined in acccrdacce with the fore-oicg 
proris'cr', t'-e hcver shall paw a reasrnable pnce to the 
se!'*r V. [a' is a reartiraVe prce w II nsnallv depend 
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on (he nature of each particular case It hoviever the 
price IS to be fixed by the valuation of a third pirty and 
each third party cannot or does not tnalre such valuation, 
the agreement Iiecomea void , but if the goods or any 
part of them have been delivered lo be appropriated by 
the buyer, he should pay a reasonable price for such 
goods In cases where the third party is prevented from 
making the valuation by the (anlt of the seller or buyer, 
the party not in fault may maiotam n suit for damages 
against the party >n fault 

Conditions onrf Warranties— 'In contracts of sale 
of goods (here are eerwin stipulations made by the parties 
in regard to goods The s'lpulation may be n condition 
or a warranty A condition is a stipulation essential to 
the main purpose of the coni'act and the breach of it 
gives rise to a right to treat the contract as repudiated A 
warranty is a stipulation collateral to the main purpose 
of the contract and a breach of it gives rise to a claim 
for damages but not to aright to reject the goods and 
treat the contract as repodiated Whether a stipulation 
IS a condition or a warranty would depend in each case 
on the construction of (he contract A stipulation may 
be a condition ihoogb ii may have been characterised as a 
warranty in the coniracr 

As a general role, unless a different inienlion appears 
from the terms of the contract stipulations as to time of 
payment are not deemed to be of the essence of a contract 
of sale Whether any other stipnlation as lo time is of 
the essence of the contract or not would depend on the 
terms of the contract Slipafatioos other than those 
relating to the time of payment are regarded as essential 
in mercantile transactions 

Thoual) a breach of condition gives rise to a right to 
repudiate the contract, the buyer may waive the condition 
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or treat the breach of condition as a breach of warranty 
But where the hiiver has accepted all the goods or part 
of them Qi where the property in goods has passed to 
the buver, the breach ot any condition to be fulfilled by 
the seller can only be treated as a breach of warranty 
unless It IS specially provided to the contrary by the terms 
of the contract 

Implied Coitdittont and ll^rtera«ties -^Unless it can 
he proved otherwise there are certain conditions and 
warranties which are implied, or not slated expre=sJy and 
therefore ue binding between parties to a contract of sale 
They ate — 

(s) an implied condition on the part of the 
seller that lie has a right to sell the goods 
and that, m the case of an agreement to sell 
he will have a right to sell the goods at the 
time when the property is to pas® , 

(d) an implied warranty that the buyer shall 
have and enjoy quiet possession of the goods , 

(c) an implied warranty that the goods shall b** 
free from any charge or encumbrance in favour 
of any third party not declared or known to 
the buyer before or at the time when the 
contract is made , 

(d) an implied condition in the sale of goods by 
description that the goods shall correspond 
with the description , if the sale is by sample 
as well as description, goods must comply 

' with sample as we]] as description , 

{e} an implied condition regarding the fitness of 
goods for a particular purpose where the buyer 
expressly or by implication makes known to 
the seller the paiticnlar purpose for which 
goods .ire required so as to show that he 
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relics on the seller’s skill or judgment and 
the goods are of a description which it is jti 
the course of the sellers business to supply 
(whether he IS the manufacturer, or producer 
or not! hut if the sale is of a specified 
article under its patent or other trade name, 
there is no implied condition as to its fitness 
(or any particnlarpurpose 
f/i an imphed condition that the good* shaW be 
of a merchantable quality where goods are 
bought by description from a seller who deals 
in goods of that descriptioD , but if the buyer 
has examined the goods, there shall be no 
impli*d condition as regards defects which 
such examination ought to have revealed . 

(g) in a coDtract for sate by sample there is 
an implied condition that (1) the bulk shall 
correspond with sample in quality (2) the 
buyer shall have a reasonable opportunity of 
comparing the bulk with the sample , (3l the 
goods shall be free front any defect rendering 
them ua>meTchantabU which would tot be 
apparent on reasonable examination of the 
ssmple 

Transfer of Property tn Goods —The transfer of pro 
peny to goods decerntines tbe rights and liabilities of 
various parties to a contract of sale The (oUowins 
rules govern the transfer of properly in goods between 
the seller and the buyer 

(< 7 ) Where there k a contract for the sale of 
ufiascertatned goods, property in the goods is 
not transferred to the buyer until the goods 
are ascertained . 
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{6) Where there is n contrict {o'- the sale of 
spectfir' 01 (tscerlatned goods the property in 
them IS transferred to the buyer at such a itme 
as the parties to the contract intended it to be 
transferred the intention of tl e parties can 
be ascertained from the terms of the contract 
(he eonducf of the putter and the arcvtn 
stances of the c\«e Unless proved ofbenvise 
the roles for ascerfaming: the intention of the 
parties as to the time at which the property 
in the goods is to nas« to the buyer are 

(!' Where there IS an uncooditioDal contract for 
the sale of specific goods in a deliverable «>ate 
the property in the goods pisses to the buyer 
when the contract is made and it is imma 
terial whether the time nlpiymeot of prtce 
ot the time of delivery of the goods ot both 
IS postponed 

(2) Where there is i contract for the sale of sps 
cifie goods and the seller is hound to do some 
thing to the goods for putting them into a 
deliverable state until such thing is done and 
the buyer is given notice of it, the property 
in the goods does not pass 

(3) \Ahere iher* is a contract for the sale of 
specific goods ID a deliverable state but the 
seller >s bODDd Id weigh, ireasore, lest or do 
so other act or thing with reference to the 
goods for the pojpo«:eof ascertaining the price, 
the properl) does not pass until such act 
or thing IS done and the buyer has beeo given 
notice of It 

(-1) Where there is i contract for the sale of unas 
certained or future goods by description, and 



i64 


SJETnODS A JIACHE?ERT OF BUSIVES5 


goods oI that deccnptioD and in a deli'^nhle 
state or unconditionally appropriated to the 
contract, eiiher by the stlJer with the assent 
of the buyer or by the bu>er with the as'ent 
of the seller the property in the goods there 
upon passes to the buyer Such assent may 
be express or impbed. and may be given either 
before or after the appropriation is made 

It rnay be noted that when the seller 
delivers the j'oods to the buyer or to a carrier 
or other bailee for the purpose of transmission 
to the buyer, and does not reserve the right of 
disposal, he will have aocoiiditioDally appro< 
priafed the goods to the contract , but »f be 
reserves the right of disposal until certon 
conditions are fulfilled, the property in the 
goods does oot pass to the buyer until such 
condiiions imposed by the seller are fulfilled , 
(5) When goods are delivered to the buyer on 
approval or "on sale or return b»si«’' or other 
similar terms the property therein pastes to 
the buyer when he signifies his approval or 
acceptance or does any other act adopting 
the transaction . or if he does not signify his 
approval or acceptance Put retains the goods 
without grving notice of rejectioo, then, 
properly passes (o the buyer if atime has been 
fixed for the return of the goods, on the 
expiration of such time, and if no time has 
been Axed, on the expiration of a reasonable 
time 

Unless otherwise agreed, the goods remain at the 
seller's rtsk until the property therein is transferred to 
the buyer, but when the property therein is transferred 
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OJ the owner m possecs.on of the goods o 
of a document o! title to the goods, any sale 
made by h.m when acting m the 
course of business of h mercantile igent shall 
be as valid as if he were expressly authorized 

by the owner of the goods to make the same. 

provided that the buyer act^ m good faith and 
has not at the time of the contract of sale notice 
that the seller has not authority to sell 
(6) If one of the several joint owners of goods has 
the sole possession of them by the permission 
of the CO owners, the property m the goods 
,8 transferred to any person who buys them 
of such joint owner in good faith and has not 
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at the time of the contract of sale notice that 
the setter has not authority to sell 

(c) When the seller of goods has obtained posses- 
sion of them a voidable contract, but the 
contract has not been resciended at the time 
of the sate the buyer acquires a good title 
to the goods if he buys them m good faitb 
and without notice of the defective title- 

(d) When a seller who continues to be in possession 
of the goods or of the documents of title to 
the goods, sells them against the second buyer, 
if he buys them in good faith and without 
any notice of the pfev>ou« <aJe> acquires a 
valid title to the goods 

ie) When a buyer obtains passession of the goods 
or the documents of title to the goods with 
the consent of the seller and sells, pledges 
Of disposes them many other manner, any 
person receiving them in good faith and with- 
out notice of any lien or other right of the 
original «el)er acquires a good title to them 
as if such lien or right did not exist.’ 

Performance of the contract — The followiog rules 
lay down the method carryiug out a contract- Accord 
ing to them it is the doty of the seller to deliver the goods 
and of the buyer to accept and pay for them according 
to the terms of the contract of sate , and unless there is 
an agreement to the contrary, delivery cl the goods and 
payment of the price are concurrent conditions, t e, the 
seller shall be ready and willing to give possession of 
the goods lo t! e buyer id exchange for the price, and 
the bu) er si all he ready and willing to pay the price in 
exchange for the pos«esion of the goods 
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Dtiive^y. — Delivery of goods «o]<l f^ay be male by 
rfatng aoTtfaioe which the cnrties agree shall fa* treared 
as delivery or w'Mch has the effett of patticg tf-e eaods 
m the pa5se«stan of the bayer or cf any pe-si'o aatl onred 
to bold them on bis behalf \ delivery or part of cood^i 
in proirress cf the delivery o# the whoi* bss the 'sme 
effect for the parpo'e o* passing the p'QpetT-^ ,n snch 
good-5, as a d*ltverv ''f the whole fant a delivery or part 
of the goods with an mfearoa of «evenn? it from the 
whole, does cot openie as addi'-ery of tbe retnajadet 
ft may he also noted that, anless othermse provided, tb» 
seller of goods is cot boned to deliver t‘-em uetii the boyer 
applies for delivery 

Farther, it is provided that in the ah«ence of an 
agreeaent good, sold are to be delivered at the place a: 
which they are at the nme of (he sale, and goods agreed 
to he so/d sre to he de/i^fed at che p/ace at which they 
ate at the time of the agreement to sell, or if cottbenio 
esiitasce. at the pUce at which ihev are macofactured 
Of prodaced WTsere oad-r the contract of sale the seller 
IS tocfld to send the goods to the beyer, bet cq pce for 
seeding them is fiaed. be is boned to send theta withm a 
reasonable time 

If. however, the good;, at the time of sale are m the 
possession of a third person, the-e is no delivery ty seller 
ta buyer nnless and ontil «ach third person actnowledges 
tn the bnyet that he holds the goods on his hehailf. 

If the terms of the coatracc antho-ise or require the 
seller to send the goods to the buyer, delivery of the goods 
to a earner, whether named by the boyer or nor, for 
the pnrpose of traosmtssioo to the buyer, or delivery of 
the goods to a wharfinger for «afe cnTody. ts frtma /.icte 
eemed to be a delivery of the goods to the ba-yer. In 
tnakngthe necessary contract with a wharfinger cr cimer. 
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she iseller must try to ^feeuard the interests of the 
buyer when coods are in their custody, otherwise if loss 
or damage occurs the buyer may hold the seller respon 
-ible If the goods have to be conveyed over seas, the 
seller must give such notice to the buyer as may enable 
him to iDSure them during their sea transit, and if the 
seller fails to do if (he goods shad be deemed to be at his 
risk during such sea transit 

When the seller delivers to the buyer a quantity of 
goods less than he contracted to sell, the buyer may re;ect 
them, but if the buyer accepts the goods *0 delivered he 
shall pav for them at the contract rate But if the seller 
delivers to the buyer a quantity of goods larger than he 
contracted to se,n the buyer may accept the goods 
included in the contract and reject the rest, or he may 
reject the whole If the buyer accepts the whole of 
the good« so delivered he shall pay for them at the 
contract rate If the seller delivers lo the buyer the 
goods he contracted to ‘ell mixed with goods of a different 
description not included in the contract, the buyer may 
accept the goods which are m accordance «V'th the 
contract and reject the rest, or may reject the whole 
Unless otherwise agreed the buyer of goods may not 
accept delivery of goods by instalments If, however, 
there is a contract (or the sale of goods by stated instal 
ments which are to be separately paid for and if the seller 
makes no delivery or makes defective delivery in respect 
of one or more instalments, or the buyer neglects or 
refuses to take delivery of or pay for one or more instal 
ments, n is a question in each case depending on the 
terms of the contract and the circumstances of the case, 
whether the breach of contract is a repudiation of the 
whole contract or whether it is a severable breach giving 
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list to a claim for ccunpensation, b'at ddi to a right to 
treat the r\hole contract as repadiated 

When poodi are dell' ered 10 the baser which be has 
not preMonsh csamined he will oot be deemed toha%e 
accepted them unless and ttotil fee has had a reasonable 
opportCBitT of caanmHDj: tbetn for ihe purpose of ascer- 
taining whether iho are in conformity with the contract 
Hence, unless otbcrni'e provided, when the «elJer tf'nders 
delner> of poods to the buyer, he is bound to afford the 
buyer cm /sis rtgucst a reasonable opportunity of examminu 
the poods for the pnrpoce of determining as to nbeiber 
or not they are in conloxm'it «ith the contract. The 
buyer will be regarded to hate accepted the goods when 
he inunaate* to the seUer that he has accepted ibein, or 
when the goods hare been delivered to bun and he does 
any set to relation to them tebich is lacoaeiste&t tritb 
the ownership of the seller, or wheo aiier the lapse of a 
reasonable time, he retains the goods without istimaciog 
to the seller that he has rejected them. When goods are 
delivered to the buyer and be refuses to accept them, 
having soch a right, be ts oot boand to reiuro them to 
the seller, but it is sufficient if he intimates to him to the 
effect that he refuses to accept them 

When the «eller is ready and willinc to deliver the 
coods and request the buyer to take delivery, and the 
buyer does not wiihin a reasonable time after such reqoe't 
taie delivery of the goods, he is liable to the seller for 
any lass occasioned by hrs neglect or refusal to tale 
delivery, and also for a reasonable charge for the care 
and custody of the goods ; this, however, will not affect the 
rights of the seller when the aegleci crrefnsal of the buyer 
to tale deln erv amounts to a tepodiaiion cf the contract. 

Where the seller o! poods acrees to deliver them at 
h’^own n<k 3l a plate other than thvt where thev are 
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when sold, he shall, nevertheless, unless otherwise agreed 
take any risk of deterioration in the goods necessarily 
incident to the course of transit 

C7«^aid seller and hts right \ seller will be regarded 
as uitf’aid when ihc whole of the price has not been paid 
or tendered, or when a b I) of exchaoge or other negotiable 
instrument has been received as conditional payment and 
t! e condition on whicn it was received has not been 
fulfilled by reason of the dishonour of the instrument or 
otherwise In connection with the abov e description of 
an unpaid celle a seller means an} pei^on who is in 
the position of a seller, as for instance, an agent of the 
seller to whom the bill of hding has been endorsed or 
a consignor or ng*ni who has himself paid, or is directly 
responsible for the pnee 

Even though the property id goods may have pas«ed 
to the bujer, the unpaid seller has the following rights t 
(a) a fien on the goods for the price while be is in 
possession of them . (b) in case of the insolvency of the 
buyer a right of s/op/ing the goods tn franjif after he 
has parted with their posse<sion (c) a right of resale 
Where the pioperty in the goods has not passed to the 
buyer, he has m addiiion to his other remedies, a right 
of withholding delivery similar to and co extensive with 
his rights of lien and stoppage in transit where the 
property has passed to the bnjer 

Lien IS a ' right which a person has to retain that 
which IS in his possession belonging to another until 
certain demands of the person in possession are satisfied " 
An unpaid seller who is in possession of them is entitled 
to retain their possession until payment or tender of the 
price in the followmc ca«es 

(I) Where the goods have been sold without any 
stipulation as to credit 
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<2) Where tile floods have been scld cn czedi . 

bat the term of credit has expired 
(3) Where the bay r became^ la^oKent , 

The seller can cxcrase this rt^ht aen t!i<3ai;h he is 
in pos«ession af the snoods as an a?eot or bai'e* cf the 
boyer, cr wh*ti part delivery of the goods has be-'n mad" 
ne can exercise his right on the remaird^r unless sach 
part delivery has been trade and^r sach circnmslaoces 
as to show an agreement to waive the lien The unpaid 
seller's lien is a particalar and not a general lien 

This right of Iieo of the unpaid -.eller i* terminated 5 
fa) when the delivers the goods to a carrier r r other bailee 
for the parpo«e of ttansmissioo lo the boyer vnthoB’ 
reserving the right cf disposal to the goods fbi when 
the buyer or h's 9ei*nt tawfolly obtains po'ses'ion of the 
goods , fc by its waiver The li^n, however, is not lost 
only beeaose the seller has cbtaiced a decree for the price 
of the goods 

After the onpaid sefler has parted with the Fo«sesiiOTJ 
of the goods if the boyer b'comes insolvent the onpaid 
seller has a right fo stop them in rronsif and resume their 
possession and retain them ontit payment or tender of 
the price Goods are deemed to be tr the course of 
transit from the time when lh"y are deliveted to a carrier 
or other bailee for the pnrpose of transmission to ih" 
buyer, cncd the buyer or bis agent iq that behalf takes 
delwety of them from such earner or other bailee. If 
the bnyer or his agent o >tatns delivery of the goods before 
their arrival at the appointed destination, the transit is 
at an end If after the anivat of the goods at the 
destioaticm, the earner or other bailee acknowledges to 
the buyer or his agent that he bolds the goods on his 
behalf and continues in passesston of them as bailee for 
thebu/cror fits agent, the transit is at an end and it is 
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immaterial that a ^ut^her destination for the goods may 
have been lodicated by the buyer. If the goods have 
been rejected by the buyer and the carrier or other bailee 
contioues in possession of them, the transit is not deemed 
to be at an end, even if the seller has refused to receive 
them back' When the goods are delivered to a ship 
chartered by the buver, it is a question depending on the 
circumstances of the particular case whether they are 
in the possession of the master as a earner or as agent 
of the buyer where the earner or other bailee wrongfully 
refuses to deliver the goods to the buyer ot bis agent 
the transit is deemed lo be at an end- Where part 
delivery of the goods has been made lo the buyer or hia 
agent the remainder of the goods may be «topped in 
transit, unless such pan delivery has been given in such 
circumstances as to show ao agreement to give up posses* 
Sion of the whole of the goods 

The unpaid seller may exercise his right of stoppage 
IQ transit etcher by taking actual possession of the goods 
ot by giving notice of his claim to the carrier or other 
bailee in whose po'-session the goods are Such notice 
may he given either lo the person in actual possession 
of the goads or to bis principal In the latter case the 
notice to be e/Tectua) shall be given at such tune and m 
such circumstances that the principal, by the exercise 
of reasonable diligence, may rontmuaicate it to bis servant 
or agent m time to prevent a delivery to the buyer 
When notice of stoppage in ttauset is given by the seller 
to the earner or other bailee in possession of the goods, 
he shall re-deliver the goods to or according to the 
directions of the seller* The expenses of such re^delivery 
shall be borue by the seller. 

The unpaid seller’s right of hen or stoppage in transit 
IS not etfected by any sale or other disposition of the goods 
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Ike tojT may have made nale.. Ike seller hae 
con'ented to Jt Hot f a docnnieot of tiil^ to goods has 
btfD inued or lawfully transferred to any person as buyer 
or owner of the goods and that persoo transfers the 
document to a person who takes the doenm-nt tn good 
fitbandfor con' derat>on. then if «nch last mentioned 
transfer was by way of sale the nnpaid sellers right 
oflen or stoppage in transit is defeated if however 
sac! last mentioned transfer was by way of pledge or 
oiler disposition for value the unpaid sellers right of 
len or stoppage in transit can only be ei;cTa*ed subject 
to the rights of the transferee When the transfer »s by 
way of pledge the unpaid seller may reiuire the pledgee 
to have the amouot secured by the pledge satisfied in 
tie first instance as far as poss ble, out of any goods or 
*ecantis-f of tbe buyer la the bands of tie pledgee and 
available against the buyer The effect of steppage in 
transit or the eterase of tbe r cl * of lien is not to leiciad 
the contract between the pan es or to vest properties in {he 
goods in the nnpaid s'ller 

/?i£Wr//?«s<»/e— Where tbe goods of a perishable 
nature or where the unpaid *eller who has exerci*ed his 
right of lien or «foop9Ce in transit gives notice to the 
bnyer of I IS intention to rc*ell the unpaid seller may if 
the buyer docs not pay or tend-r the price within a 
reasonable time resell the goods within a reasonable time 
forther he may recover fiom tbe original bujer damages 
lor any loss occas oned by h»s breach of contract, but tbe 
bnyer shall not be enlilJed toaoyprofit which may occur 
on the resale Dot »f such notice is not given, the nnpaid 
teller shall not be entitled to recover ench damages and the 
buyer shall be entitled to the profit, if any, on tbe resale 
\\ hen an unpaid seller who has erercised his right or 
sloppare in tfan'tt fe«*lls tbe poods tbe new buyer 
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acquires a good title to them as against the original buyer, 
notwithstanding that no notice of the resale has been 
gi\en to the original buyer 

When the seller expressly reser\esa right of resale 
ID case the buyer should make default and on the buyer 
making default, resells the goods, the original contract of 
sale IS thereby rescinded, but without prejudice to any 
claim which the seller may have for damages 

AncIio» Sole**— In the case of a sale by auction, 
where goods are put op for >iale lo lots, each Jot is 
/<rcte deemed to be the subfect of a separate cootoctof 
sale , the sale ts complete when the auctiooeer announces 
Its completion b) the fall of the hammer or in other 
customary manner . and uotil «uch announeement is msde 
any bidder may retract his bid ^ right to bid may be 
reserved e^press[y by or on behalf of the seller, and 
where it la done, the seller or auy one person on his behalf 
may bid at the auction , but if the sale is notified as 
subject to a right to bid on behalf of the seller, it shall 
not be lawful for (he seller to bid himself or to employ 
any person to bid at such Sale, or for the auctioneer 
knowingly to lake any bid from the seller or any such 
person , and any sale contravening this rule may be treated 
as fraudulent b> the buyer The sale may be notified to 
be subject to a reserved or upset price If the seller 
makes use of pretended bidding to raise the price, the sale 
19 voidable at the option of the buyer 

Seller’s Remedies —When a contract has been broken 
by the buyer, the seller acquires certain rights which 
compensate him for hts losses The rights of an unpaid 
seller vts , hen, stoppage id trausu and resale have been 
already discussed These remedies however, merely 
protect him from additional losses, but do not campensate 
him for the breach of contract. , 
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Where, therefore, the property in the goods has passed 
to ifie buyer and the buyer wrongfully neglects or refuses 
to pav for the goods according to the terms of the contract, 
the seller may sue him for the price of the goods If the 
price IS payable on a day irrespective of delivery and the 
buyer wrongfully neglects or refuses to pay such price, the 
seller may sue him for the price although the property 
in the goods has not passed and the goods have not been 
appropriated to the contract If ihe buyer wrongfully 
neglects or refuses to accept and pay for the goods the 
"eller may <ue him for damages for non acceptance. 

Buyers Remedies — When the seller wrongfully 
neglects or refuse^ to deliver the goods to the bsyer. the 
buyer may sue him for damages for non delivery Id 
certain Just cases the court may even direct specific per* 
formaccB of the contract by tl e seller If however the 
veller supplies the goods but in doing so has committed a 
breach of condition the buyer may reject the goods and 
claim damages, or if he choo«es, he may accept the goods 
at hi4 option, treat the breach of condition as one of 
warranty and claim only damages Further where there 
IS a breach of warranty bv the seller, or where the buyer 
elects or is compelled lo trea' any breach of a condition 
on the part of the seller as a breach of warranty the buyer 
many set up against the seller the breach of warranty in 
dimunition or extinction of the price, when the seller 
brings a suit for the puce or sues the seller himself for 
damages for breach of warranty 

Anttcipaiory Breach of Contracf— Where either 
party to a contract of sale repudiates the contract before 
the date of delivery, the other may either treat the contract 
as subsisting and wait till the date of delivery, or he 
may treat the contract as rescinded and sue for damages 
/or the breach 



CHAPTER XIII 

POSTAL AND TELEGRAPHIC INFORMATION. 

All csvsJiced connirtes loday have beeo provided mth 
fh« postal and telefffaph servrces raostJy by the/r goiern 
ments In the begionmg the post office performed the 
work of merely carrying letters bot today it performs a 
nuirber ol fonctioas which have become quite familiar 
to us These fonctioos are (1) carrier or postal services 
catryiDR letters and packages from one place to another 
(2) bankine services ondertaking to remit money or accept 
ise money on deposit lo the savings bank , (3) insurance 
services providing the facility of regisieneg or insnnog 
letters or parcels (4) means of commonication providing 
the telegraph and the telephone services , (5) agent for 
the Government nndertakiDg to sell the re\eDne stamps, 
isstiing radio licences etc These (unctions play such a 
useful part in onr life that tbeir importance needs no 
emphasis They are discussed briefly in the following 
pages 

In India, the Postal and Telegraph* system is under 
the control of the Government of India For the purpose 
of administration the Indian Empire is divided into eight 
postal circles. (1} Bonrbsr, f2} Madras, iJ} Beagai asd 
Assam ’5] United Provinces, (5) The Punjab, and Jv W.F , 
(6) Bihar and Orissa, (7) Central Provinces and (S) Smd 

'The inlorinetian civeD in ibis chapter is taken tromthe 
Post and Telegraph Goile lasoed in September 19i3 Since 
tbe outbreak of tbo pre&ent war many restrictions have 
been niaced and cbannes made in tbe services Wherever 
possible they are given to tbe foot oofes 
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and I’aluchistan Each of tlie«e circles is in the charge 
of a Post Master General except in the case of Sind and 
Palucbistan where the designation of the same authority 
IS the Director of Post and Telegraph The final control 
over all these circles is centralised in the hands of the 
Director General of Posts and Telegraph New Delhi 

Each above named circle is further divided into 
divisions each one of which is under the supervison of 
a Superintendent fn supervising and inspecting his 
division he is helped by a number of Inspectors who are 
subordinate to him 

The central post or telegiaph office is known as the 
G P O fGenera) Post Office! or the G T O (General 
Telegraph Office) respectively The general claseificatron 
of other post offices is as follows Head Offices Sub 
Offices and Cranch Offices A large number of these 
offices perform both the postal and telegraph work 

Every biitiness mao and commercial office must know 
the post office facilities and rates The necessary infor- 
mation can be had from the Post and Telegraph Guide 
published annually in September, and sold for one runee 
Smaller Pocket Guides are available for one anna In 
large commercial offices, the postal «ork is generally left to 
a lunior clerk He should possess an npto date information 
about Postal and Telegraph Services 
Island Post 

The inland post ordinarfy means the post maintained 
by the Government of India by land or by sea or by air 
(1) between any places to Hritish India, (2) between any 
places in British India and places beyond the limit of 
British India at which there ace Indian post offices, and 
(3) between any places beyond the limits of British India 
at which there are Indian post offices For the purpose 
of inland post, postal articles are divided into six categories 
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and for each one a separate rate is charged The«e articles 
are (a) letters (bl post cards (c) books and pattern 
packets Id) bltnd Utcrature packets (e) registered news 
papers and (f) parcels 

Letters “-The prepaid rales on letters are as follows 
Not exceeding one tola in weight 

One and 
agtiarier anna 

Tor every additional tola or its fraction 

Half anna 

H a letter is not stamped at all or not 
sufScicntly stamped it will be charged on 
delivery tivice as much as the necessary 
postage 

As regards letters posted id Cutrh and 
Kathawarand meant for being delivered 
outside if tl ey contain dut able good« a 
green Iab>e obtainable at any post office 
should be pasted on the outside and the 
nature weight and value of the goods should 
be written on it Otherwise letters are 
1 able to be confiscated by the customs 
authorities 

Postcards — The prepaid rate for postcards is as follows 
Single postcards 9 pies 

Reply postcards H annas 

These postcards are sold by the post office 
Postcards of private manufacture may be 
sent if postage is prepa d The s ze of 
such postcards should not be greater than 
5^ by 4v in or less than 4 in by 2\ in As 
regards the substance they should be 
neither thicker nor more flexible than the 
postcards issued by the posloffices 
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Book Packeii 


If a postcard is posted without full postage 
being prepaid, it will be destroyed forth- 
with 

The book packets may cnntain (a) news- 
papers. publications of all kinds, printed 
music books, *b) maps, pictures/ and 
drawings; (c) business, cornmercial and legal 
documents, like deeds, accounts; proposals 
for insurance and insurance policies , (d) 
manuscript* for press, fe) written letters 
of old dale which have previously passed 
through the post and have served their 
original purpose Mo personal commusi' 
cation can be enclosed in or written upon 
a book packet 

Pattern packets may contain bonalide 
pattern* or samples of merchandise not 
having any saleable value together with 
any matter which may be sent as a book 
packet- They may also contain objects 
of natnral history, geological specimens, 
etc 

Book packets and pattern packets must 
be posted without a cover, or with a cover 
open at both ends, or in an unfastened 
envelope or with any other cover which can 
be easily removed so as to admit of a ready 
examination of its contents. If a book or 
pattern packet IS posted unpaid, it is charged 
on delivery with double the necessary 
postaffs; if (be stamps are not sufEcient on 
delivery the addressee will be charged with 
double the deficiency 
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Rates fcr bo^k ard patlero packe'5 — 

Fcr »fce £«r 5 tolas ct a Imelioa thnecf 
Eire pes 

Fcr every additiossl 2\ tolas or a fraction 
tkerecf, in eice«s cf two and half tclas 
„ Tkree pies 

Blttzd Ltteraturt Paekett — PertodicaL, papers or books 
i 2 ;p*e««ed la “Braille*’ for tbe c'e of the 
blind are earned by the po^t c5ce fes lower 
rates- They are marked as “Literatcre for 
the Blind 

Ptgficrtd Kevtpaptrt — Registered cew*pap»TS are given 
the followisz oonce««»cca! rates for tie 
lra=s=i««ion cf tbeir Bew«papers 
To «ec5re ti»se rates, a Eswrpaper iat:«t be 
registered wiib tie Fext ^faster General 
cf tie orcle in wbich it it Peilj*'‘ed Po«l 
age mest be prepaid 

We git not exceeding ID tolas 3 pies 
weight exceeding ten tolas bnt 

CO* exceeding 20 tolas 6 p es 

Eve-y additional 20 tol»s or a frac 
tica thereof 6 pes 

Parctlt Practically anything can b» s*at by the parcel 
po<t nnle-s it is eipes'Iy pciibtted by the 
postal rcles (vide cl S6, 97, 93 of the Postal 
jgaid*) 

All parcels exceeding 4+0 tolas must be 
registered parc«*» above ICOO tol« will 
not b» accepted for trac.mi*'icn by the p<xt 
c5ce- 

Ti» length of tie parcel me t not exceed 
3| ft- and tbe l-ngth cf the girth combined 
met not exceed 6 ft A parcel maj 
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contain a single written communTcation 0/ 
the nature of a letter or having the 
character of a personal communication 
addressed to the addressee of the parcel 
U a parcel is suspected to contain any 
w' tten commoDication other than one 
permitted above the parcel may be opened 
in the presence of the addressee or his 
authorised agent and if any unauthorised 
communicaijon rs found, it shall be charged 
on delivery with double the letter postage 
AU postage on parcels must he paid in 
advance so also the registra ion fee if the 
p reel IS registered 

Th- following ate the rates lor parcels ■ 

Not exceediog 40 tolas 4 annas 

For every additional 40 tolas or a frac* 
tion thereof upto tOOO tolas 4 annas 

RegtsifaUon — Letters, postcards book and pattern 
packets, parcels and newspapers prepaid with postage at 
newspaper rates of postage can be sent by reeistered post 
When they are registered, the postal authorities undertake 
to use special care id their traosmiss'on but if during 
transmission the registered aiticles are lost or their 
contents damaged the post olEce is not re^^ponsible 

The registration fee is 3 aonas in addition to the 
usual postage It must be paid in advance If the sender 
wants an acknowledgement of the dclivcrv of the registered 
article signed by the addressee, an additional fee of one 
anna is charged and it must be paid in advance 

Registration is compulsory m the following ca<es 

(1) any parcel exceeding 440 tolas in weight > 

(2) any insured article , 
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'’S2 

(3) any parcel addres<ied to a place for which a 
custom's decJatatton >s reijoired , 

(4j any ariicte containiDS valuables, £ g.cheqaes, 
bills of exchaaRe bank notes, etc 
(S) any article bearing *he word 'registered' ; 

(G) an> registered article which is reposted after 
hawing been delivered 
(71 any \ P article 

/risiirtfnce — Registered letters, \a1ue payable regis 
tered letters registered parcels and \a!ue pajable registered 
parcels may be insured up to the salue of Rs 6C0 at such 
branch post offices and up to the taloeofRs 3,000 at 
such other offces as are authorised to accept articles 
for insurance and for such post ofices a* are authorised 
to deliver insured articles The losnred vnlue must not 
evceed the actual value of the contents In th* case of 
insured articles the post oflice undertakes to hold itself 
liable for all risks in the course of their transmission 

r very article intended for insurance must be properly 
enclosed or packed and sealed with fine viax beanug a 
private mark (for details, seethe Post and Telegraph 
Guide) The amount for which the article is to be insured 
must be clearly written, without erasures or corrections, 
m words and figures on the cover Similarly the came 
and the address of the seeder must also be wrjIleD on the 
cover in ihe left hard corner, or on a separate slip of paper 
to be presented with the article, if there is no room for 
sach name and address on the cover If these conditions 
are not observed, the article will not be accepted for 
insurance 

As regards delivery of the insured articles, an article 
insured for Rs 25D or aoy satn less than Rs 250 wilJ be 
delivered to the addre»see by the postman, but if the 
amount exceeds Rs 250, the article will be delivered only 
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at the post o5ce to the adires ■* or hi ac ho^i “d a5“ot 
If U IS SQ'specfd that tb* article bees ta-npered with 
It w 11 be opened n tn* po® o^ce la the p e'e-c^ of the 
po=t master aed = coateats will fee entered in an mventarx, 
a co''\ of wh eh will be fo warded o c''e «ecd*r When 
the adJce«'ee accep s de'i\etT cf thearticl" he nc-t s gn an 
acknon feds'-nen of th“ receip o' t^e ircicJe 

•An acknowl“dg*r‘»'i f t'^e d-I %er» of th* article 
s eaed b> the addressee is s^nt free of charge to the 
sende 

When the contents cf Hters ot parcel^ are eon, 
bullion pla inam p ec ocs «toc«« j*wellerT, cmeccT 
notes or articles of gold o «ilver icsacance ts compel cr> 
When the iosiL.ed a.ticle ec am cf t:« coDt*at< .re 
I rst or damaced the corap<n«at on pavable w I’ tn no ca«e 
exceed the amonrt of t^e lo« or dt-naRe Afte’ cempen 
sattoo for the less of the articl* or anr of its eoctenf* 
his been pud if the content' are sn*^eqoeniI) lecoxered, 
the post c£ce i» entitled to retain and di pose cS the 
reeorered con’eats 

Tbe following ate the feeg for insctance in addition 
to the c«tul postage and O're fee for regiettaiion Prepa\ 
ment of f»es is compnliorT 

WT)-re t^e TaJee lasc ^d d'^c-' re 

exceed Rs 100 3 annas 

W here the value luxared exceed' 

K' ICO bat does cot ex-ved K* loO 4 annas. 

Where the valce in med exceeds 

Rs 150 bet does cot exceed Rs 200 o annas 

For esery additional Ks 100 or 

iraciicti the'vol o\er Rs 200 and 

cp o Rs- 1 ,C00 2 annas- 

For every additional Rs ICO or 

fraction thereof over R> 1,000 1 anna. 
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Value Piiiahle P^s ! — The taJue payable system ts 
designed with a view to meet the requirements of persons 
who wish to pay for articles sent to them on receiving 
the articles or the railway receipt relating to them, and 
also to meet the requirements of traders and others who 
wish to recover, through the agency of the post office, the 
value of the articles supplied by them 

The articles that can be sent by V P system are 
registered parcels registered tetters, registered book- 
packers and newspapers prepaid with postage at the news 
paper rates of posiage and with the registration fee, 
provided the amount of remittance (o the cendet does not 
exceed Hs 1 000 and does not lodude a fraction of an 
anna Further the sender must declare that the article 
IS being sent in execution of a honn fide order received 
by him He must also fill lo the prescribed printed form 
specifying the amount to he remitted to himself and sign 
the said declaration In addition, he must write on the 
face of the article Itself in the upper left-hand corner the 
letters \ p followed by the amount of the remittance 
in figures and words aod in the lower left hand corner bis 
own name and full address 

As regards ibe delivery nf V P articles, if the sum to 
be recovered exceeds Rs 50 the ariicles will be delivered 
Only at ihe post office in other cases the articles will 
be delivered in the usual manner b> the postman at the 
address of the addressee 

The amount fo be recovered from the addressee will be 
the sum specified by the sender fgr remittance to himself, 
plus -i fee calculated accord ng to the M O charges for the 
amount to be remitted to the sender When the said 
amount is recovered it will b* remitted to the sender by 
means o< a money order 
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Vertex Orders A tnimey ordn fs ao order praoted 
by ihe post office for the payment of a sum of monej 
through the agency of the post office The amount for 
trhich a single money order tnaj be i<«ued must Dot 
exceed Rs 60 The sum payble must not include a 
fraction of an anna The remitter of a money order is 
entitled to obtain free of charge an acknowledgement of 
the patment of the amount of the order signed by the 
payee. 

Money orders can a(*o be sent by tbe inland atr mail 
or by the telegraph Tbe limits regarding tbe amount of 
the order bv ordinary money order are applicable to 
them The charges to the case of inland air mail money 
orders imII be tbe osual money order charges plus a fee 
of one anna irrespective of tbe amount The air mail 
fee of one anna should be paid 10 postage stamps whicb 
should be affixed to the money ord»r form The charges 
for the telegraphic mooey ordeis will be the usnal money 
order charges plus the charges for ihe telegram. 

The following are tbe tales tor the issne of inland 
money orders — 

On any snm not exceeding Rs lQ/> 2 annas 
,1 M , exceeding Rs lO/- but cot 

exceeding R«. 23 4 annas 

On anj sum exceeding Rs 2il 4 annas for each 

complete sum of 
Rs 25 ard, ^as 
for the remain 
der. provided that 
iff he remainder 
does not exceed 
Rs 10 the charge 
foritshafi be only 
2 annas 
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Iiitiidti Postal Orders — The Indian Postal orders 
are available in the denominations of annas eichi one 
rupee five rupees and 10 rupees They can be had from 
all the head nod sub post oflices The commission charged 
m respect of each order is one anna 

To malie up broken amounts unused postage stamps 
not exceeding three in number may be affixed on the face 
of the postal orders of ^il denominations except Hs 10, 
pr vided that (he total amount payable shall not exceed 
Rs 10 and provided also that a fraction of an anna shall 
nut be included 

The postal orders mast be presented for payment 
within three months from the last day of the month of 
tvsue, otherwise a commission of an additional anna will 
be charged If they are not presented for payment within 
SIX months after the last day of the month of issue they 
will be forfe ted 

After the postal order hxs once been paid to whom 
soever it is paid the po<( office will not be liable for 
any further claim 

MISCELLANEOUS SERVICES 
Express Delivery— Uoregisteied letters and postcards 
may be transmitted by post for express delivery to a 
place not more than 5 miles distant from a government 
telegraph office The fee for express delivery is annas 
two in addition to the ordinary postage When a letter 
or postcard is to be sent by express delivery post the 
words Express Delivery’ should be written on them on 
the address side or preferably a label bearing those words 
supplied gratis by the post office should be used 

Business Reply Envelopes and Cards Business 
reply cards and envelopes will be transmitted by the post 
office without prepayment of the postage It will be 
collected from the addressee in cash at the time of 
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delivering them The fee for the permit to use business 
reply envelopes or cards is Rs 10 and is recovered from 
the applicant in ad\ance When such a permit is to 
be taken out, an application should be made to the Post 
master at the post office to which the cards oren\elopes 
are to be reiuined He wiH forward the application to 
the Postmaster General who will then is^ue the neces'arv 
permit 

Business reply card-, and envelopes must be furnished 
by the applicant himself and must bear on the address 
side (a) the printed name and address of the person or 
concern to whom they are to be delivered, (b) the permit 
number (c) the name of the po«i office issuing the permit 
d) the words Business Reply Cards or ‘Business Reply 
Envelopes , (e) the inscription Ko postage stamp necessary 
if posted in India aod (0 the words Postage will be 
paid by the addressee In lieu of, or in addition to, 
furnishing the business Reply Cards or Envelopes, the 
user may incorporate m any adverlisements i«sued by him 
ID newspapers or other publications a special design 
containing the entries mentioned above to be used as a 
label and to be affixed to a card or envelope 

Business Reply Cards must conform id sire form 
and quality with the condilioos prescribed for post cards 
of private manufacture 

Cer/i^crtfe o/ Posting —A certificate of posting may 
be obtained from the post office in respect of any postal 
article for which a receipt is not Riven This facility is 
provided with the object of affordiog the public an 
assurance that letters and other articles enlrusted to 
servants and messengers for posting have been actuallj 
posted The fee for ibe certificate of posting is charged 
at the rale of half an anna for every three articles or for 
any less number 
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Lole Letters —An article of the letter post will be 
accepted at the post office window after the hour fixed 
for closing the mail if presented wichto the time allowed 
for the posting of late letters, and if stamped with both 
postage due and the prescribed amount of the late fee 
In the case of all intand postal articles when posted in 
po<t offices authorised to accept late fee ariicles, the fee 
will be i anna per article, but if they are posted id the 
R. M S offices or the train letter boxes the fee will be 
charged at the rate of 1 anna per article 

Rtcatlof Articles I'osted — Inland letters, postcards, 
registered newspapers, book and pattern packets and 
parcels, and loreign registered articles of the letter mail 
and foreign registered parcels which have not been 
despatched from India may be recalled, when in course 
of transmission by post, without reference to the consent 
of the addressee, subject to the following conditions 

(<r) An application must be made in writing by 
the ■•ender or any other person authorised by 
the sender to a supetio' postal authority It 
must be accompanied by a statement showing 
the reasons for the recall of the article 
(6) A fee ot on* rupee must be paid in respect of 
each article recalled 

(c) An order for the re-delivery of the article 
must be obtained from the said superior 
authority 

Paste Restante — All articles superscribed “To be 
kept till called for*', “To await arrival”, or id any similar 
way, and also articles addressed “Post Office” ate held 
to fall under the head “Poste Restante”- The name of 
the addressee must be written clearly on such articles 
The post office keeps these articles in the case of port 
towns for three months and in all other cases for one 
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month. Tbi' fac I 't ts pnnianlT proT.tJ*d fcr straieer 
and ira'.el “ s who tnav cot fca\e a 6^ed addre''^ The 
re'pocs bJift of tha post oSoe ts limusd to retarntcp ■'o-b 
arMc'e« la deposit for the preecribed period 

Idgrti-^catic-n Lards —Idjsatin cards ae ts-ced bv 
ihe po«i a£,c” for tre conven eaee of toan«ts. tratefhno 
'cpre'-entatives of eras acd tne een-'-al pcblic who 
esperieace dificclfv 13 establisbtc? t^eir rd-ntr \ ra 
connecctca with pQSta' tiansacttccs, c-e_recep6 of regts- 
rered acd tnsuted artide® and paytaent of man-y ofd“t«- 
The fee for a card is tepee oce. The card rraaio' 
cotreot ft't a period of ihtee years freoa the date of il« 
i««o» 

Pon Bexes and B^is — \ pest box mar be rented 
ir places where the s>s.eat is ta operattos The po<t bex 
bears a comber which ts assigned to tt. This can be 
R«ed as the postal ad<Le«s of the rente' The fee for ac 
o£cial ;ear IS Rs Ij Tbe f>e ebaigsu fo* a peiicdof 
less than cne jear i« Rs 3 fo' eTer> three calendar mocths 
or a porfcn thereof. Id additivC. a d^po^it to eorer (he 
cost cf a po«i box lode i« taken from tbe renter 

If desired a pnyat* bag ma> be temed in addition 
ro, or as an alternative to, th- pc<'t box Tbe bag which 
mnst be provided with a lock acd dnpficate fcsTS cot 
supplied bi tbe post oEce The fee for a p'liate bag 
!« Rs 24 for each cScial »car Tbe fee far a period 
of I-«s than one »ear ts charged at the rate ot Rs S for 
three cilerder months cr a portioa thereof 

Post Cas/» — The post o£ce ca'b 

cettifcatee fo' Ks 10. 20, 50, ICO. SCO a-d ICOO can be 
obtatced from any pc«toEce do ng «avTczs back bn«ioe««tat 
fixed i"=cs pnee'; When cash centficates have to be per 
cba'ed an app'ication mt:«t be made in the pre«cribed fenr 
which mav be obtained frotn fbepo«ioEee The total v-a!u- 
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0 / cash certificates erhich may by held by one person is 
limited to Rs 20000 

Licemtt and Certificatet ~—lJvdeT the 
Indian Telegraph Act, 1885, a license is required to use 
3 (Tireless apparatos The fee foe a Broadcast Receiver 
license IS Rs 10 The renewal fee is R« Sperannumi 
These liceo'es can be obtained Irom the head pest offices 
and certain sub post offices A license is also required 
to import into British India wireless transmittin? apparatus 
The licence can be obtained item the Director Oeneral 
of Posts and Telegraphs The fee for an Import License 
IS Rt 10 per annum Dealers in wireless apparatus must 
also obtain a 'Poste«too* license to possess wireless 
apparatos The fee is R« 10 per annom The license 
can be obtained from the Postmaster General or Director, 
Posts and Telegraphs, of the circle For the benefit of 
licensed dealers in wireless appaiAics * ho wish to demons 
trate wireless receiviog apparatus at the residence of a 
prospective csstomet. demoosliaiion licences are istned 
by the Heads of circles to whom the necessary application 
should be made The fee for a single demonstration 
license is Rs b for a period of 12 months from the first 
day of she month ol issue 

head Letter Office — Articles the addtes'es ol which 
arc 'o illegible or incomplete as to render delueiy 
impossible, are at once sent to the Dead Letter Office 
for disposal In the D L O farther attempts are made 
to read the addresses li it is not possible to find the 
addresses either because tbe addresses are illegible or 
wrong or incomplete the articles ate returned to the 
senders if possible, othemwe they are destroyed 

FOREIGN POST 

Term Foreign Post means the post maintained 
either by land or by sea or by air between any two places 
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10 btiiish India or any Dlace beyond the limii* ot Bntt«h 
Ind a at which there s an Indian Po«i o£ce and any place 
b»yocd the limits of Brin«h India a* which there n cot an 
Indian Po«t Ohice 

PaHa^e on letters —The on letters far the 

(ollowiDg conntries IS 3i annas for weight not caceeding 
one cavce or ^rt thereof Great Britain, Norihera Ireland 
tgypt Canada, Anstralia Unionol South \fnca etc 

The postage on letters lor all other conotties* colon e< 
or places «erved by the foreign po«t with the eicepticn of 
Aden, Ceylon Sepal and Poilcgc^^e India is 3^ annas 
for the fttsi ounce and t«vo anras for every additional 
onoce or pan of that e eight 

The postage on letter* for Ad»R Ceylon Sepal and 
Portoiae<e (ndia <s tbt same as the postage on inland 
letters The postage on l*tters to Bormah is 1 anna for 
two tolas and 1 anna to every additional tola pfe.'art 
thereof * 

PostC'irde — Th* postage for *icele postcards is 
2 annas for reply 4 33cas The postage on po*tcards 
for Nden Ceylon Sepal Pociiigue*e led a is the s^me as 
the postage on lulard postcards The postage On po«tcards 
for f nrinali is 1 anna for each single card and Ir o annas 
for each reply postcard 

Prtnied Papers ^Tbt on» packet of punted 

pa,>ers is | anna for evciyiro ounces or part cf that 
weight Theratesfor Ad-n Ceylcn.Nepal and Portngn»«e 
fnd a are the 'atro as m the ca«e of inland po«t The 
rate for Bnrmah is J arna for first five tolas ard * anna for 
every add tioral five tolas or part thereof Prepayment is 
campul‘ory 

Lusineit Papers — The postage on pachet o‘ busine«s 
papers is 3} annas for the fif<{ 10 ounces and for every 
l»mf«ranty tiaptr I'd to nrmj coin 
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additional 2 oanccs of part ibereof i anna- Kales lor 
Ad*n Cevlon, Nepal and Portoctie«e India are the same 
as inland rates The rare for Bnrrrah is | anna for fir«f 
fire tolas and 4 arina lot erery additional fire tolas or part 
thereof Prepayrnesi *$ compaUory 

Satfipic Packets The postage on a packet of •ample* 
IS } anna for c>erv 2 ct-rces or part of that weigt*! «;nb;ect 
to min mnin charge o( I f ansa* for each packet hoKe\er 
•mall the weight The rates lor Aden, Ceylon Xepal 
and PorlBgue'B India ate the «ame as in the case of inland 
po*! The rate for Utiit*‘ah IS i anra for fir*t fite tolas 
and s anca for esery additional tola or par thereof 
Prepayment is conpnl'oiy 

Blind Liftrature packets —The posiace rates are — 
For e'ery packet »ot eaceedi'c 2 lbs 

IB weight f anna 

^ 'For esery additional 2 lb« c? to 10 lbs } anna 

For a packet esceedtcg JO lb* and op 

lo 11 Ib* i anna 

The po>*?ee<cr 'deoard Portcgpe*e India i* thesarre 
as for inland pc*t 

Prepayment of posiace i« ccmpulscry 
Parcel* —Fcretcn parcel* are received at all head 
po*t offices and at all ether itrportani post offices for 
despatch The rates tor forenro parcels are diTerent for 
difierect comtries and 'Ici-ld b« a*eerlained from the 
Fcreicn Post Directory of the Po*t and Telspraph Goide 
Prepayment of postage i« compafsorv The registration 
of rsircels IS a>so obligatory No«eparate fee is charf’^d 
for Eccb registration 

Parcels add e««*d to Great Britain and Northern 
Ireland are dmded into two clashes, ne , (1) tho«e 'eat 
through the medium cl the Bnti*b Post Office and '2) tho«e 
*“at tbrougb the r^ediian of the P &. O S N Co 
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Portuguese India, the Sychelles and British Somaliland 
in which the value should be stated in Indian currency 
Undervaluation of the contents of a parcel or failure to 
describe them fully in the customs declaration, may result 
in the imposition of penalties, including confiscation m 
the country of destination Declaration written on any 
hut the prescribed form cannot be accepted The customs 
declaration has to be securely pasted to the parcel before 
It leaves the post office and the sender should do this before 
presenting the pare*! for despatch 

/?«gisfri»/ian “The registraiion fee which must be 
prepaid in stamps is three annas in all cases If an 
acknowledgement is required, an additional fee of three 
annas must be paid except in the case of articles addressed 
to Aden, Ceylou, or Portuguese India 

Honey Orders — the rates of commission on foreign 
money orders expressed in rupees are as follows 

On any sum not exceeding Rs 10 .... 3 annas 

On any sum exceeding Rs 10 but not exceeding 
Rs 23 .6 annas 

On any sum exceeding Rs 23 6 annas for each 
complete sum of Rs. 25 and 6 annas lor the remainder, 
provided that the remainder does not exceed Rs. ID 
the charge for it shall be only 3 annas 
The rates of commission on money orders exprecsei 
IQ Sterling are Rs as 

On any sum not exceeding £ I 0 4 

exceeding £ 1 but not exceeding £ 2 Q 7 • 

£2 £ s 0 10 

£ 3 .. .. .. ^ 4 0 1 3 

..... £ 4 £ 5 I 0 

On any sum exceeding £ 5 Re I for each complete 
sum 'of £ 5 and Re. I for the remainder, provided that 
■f the remainder does not exceed £ 1, the charge for it 
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\ air «er' ice betweeo Bombay and TncbinopoU 

na Goa Canmnore and Tnvandnim, in connection 'viih 
the Karchi \radia' air mail «er\icc, and a t«\ice-a week 
air «er\ice between Bombay and Delhi t-iff Indore Bhcp-d 
ind Gwalior are oreraied b> Messrs Tata '*pne, Ltd 
during fair «ea'!on 

ArUchs occr/fe*# a«d Atr Mail fees — InKnd article 
both repmered and unregistered (but not insured articles 
or parcels) are accep ed lor transmission bv air (1) between 
any two air stations in India (2) between any sneh station 
in India and Gwadur or Rtlitein and (3i between Gwadur 
and Bahrein subject to tl e etis'ing conditions arpl'Cable 
to inland articles \ bloc aif maO lahle (obtainable free 
at the post ofice* should be afnted to the article on the 
left hand top-corner of the address side Vo superscription 
regarding the route is oecrs<.ar) on inland articles 
Articles bear ng the words Bt Air Mai) , (instead of the 
air mail) 'sbel mar al<o be posted but no responcib lit\ i‘ 
accepted by the post o&ce for aoe deh\ which mai occur 
on account ot this indication being o'erlookeJ b\ th* 
Post OSce 8ta7 The air fees on such articles are as 
shown below The prepayment of the full an nrail fee 
on postcards and money orders and of at least 25 percent 
of the air mail fee on letters and packets is compulsory 

For postcard 6 Ptcs 

For a letter or packet upto 1 tola 1 anna 

E>ery additinoal tola or a fraction 
thereof 1 anna 

The above rates ol air mail fee abo apply to air mail 
articles for Cevlon and Pottoguese India 

For a monel order (irreepeclue of the amouni 1 anna 
The abotc fees are payable on air mail art cles in 
addition to ordinary postage, and registration and acKnow 
ledgemenl fees where necessary and the registeration 
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Air service. England'tndia Au^itraJia Air service, Air 
service to Africa, Air service (o Germany, Air Mail service 
ro the United States of Ainenca, Air Mail to South 
America the Dutch and French Air Mail services to 
countries served tbroo^b them on the payment of the 
prescribed air mail fee unless the conntrv of destination 
IS one of the countries mentioned above, for which no fee 
IS required Insured articles are accepted only for Btirmah 
and Ceylon Parcels ore not accepted for any country 
The followinR conditions mnsi be observed — 

(n) Each article besides conforming to the postal 
regulations regarding postage etc , must bear 
in the left hand comer d the address side 
a blue air mail label Aiticles addressed 
to foreign countries to which ’ surcharge” 
Air mail seivice is applied should be clearly 
and conspicuously superscribed f«i«i above 
or below the blue label with the name of 
air route by which it is -to be tiansmitled If 
this procedure is not adopied articles are 
likely to be delayed In case in which article 
is meitnt for transmission by air over a portion 
of the air route only, this should be indicated 
in French and English 

(b) The ajr fee prescribed for ihe route to be 
paid 10 Bdd)i)0}> lo the postage aod the Ttgis 
tration fee (in case of registered articles), 
must be prepaid m lull on a foreign article 
An inland air mail letter or packet most be 
prepaid with at least 25 per cent of the air 
mail fee to secure its transmission by air. 
Double the deficiency in the air mail postage 
and fee is recovered from the addressee on 
deliver} and if the addressee refuses to take 
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delivery on payment, the amount is recovered 
from the sender An inland nr mail postcard 
must however be prepaid in full with postage 
and air fee to secure is transmission by air 
Atr Mail Stamps, Envelopes and Postcards Air 
mill stimps of the denominations of 3 and 6 annas are 
ava lahle it important post offices The prepayment ol air 
fee or iir fee and the postage combined may be made 
by means of the specn) air mail stamps, but at the same it 
mav be stated here that the u<e of ordinary postage stamps 
for air fee is allowed The«e nnist be affixed on the obverse 
or the addrest side of the article Airmail envelopes and 
postcards are also avaihble Irom the post offices 

Air Matl Jifcney Or Urs — Air mail, money orders can 
be sent from my post office in India payable in foreign 
countries and places (for \ list of countries, see sec XII 
of the P and T Guide) The limits of value and other 
conditions applicable to ordinary foreign money orders 
will be applicable to air money orders The commission 
Will consist of (a) the money order commission at the rates 
ipplicible to ordinary money orders sent by the sea route, 
(b) an air mail charge at the rate of annas for each 
money order drawn on Ceylon or Curmah and 2 annas for 
each money order drawn on any other country The air 
mail fee should be paid in postage stamps They should 
be affised to ihe money order form itself The words By 
Air Mail should be written across the money order form 
No sir mail fee is charged on money orders to those 
countries to which the all ap air mail rules are applicable 
Telegrams by Atr it/oif— Inland telegrams can be 
sent from any Government Telegraph Office in India for 
transmission by telegraph to fa) Karachi to be posted 
there as air mailletters for Iran, Iraq Palestine, Egypt 
Great Britain and other countries in Europe, USA 
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and Canada, and (2) Calcntta to be posted there as air mail 
letters for Siam, Malaya, French, Icdo'China, Japan, 
Philippine Island®, Sarawak. Dutch East Indies, Australia 
and beyond as well as Hong Kong The charges will be 
calculated at the usual inland rates for telegrams plus 
the air mail fee in addition to the usual letter postage. 
No air mail fee, however will be charged but the rate 
of postage will be annas per half ounce in the case of 
Palestine, Egypt, Great Brit in and Northern Ireland 
Canada, Malaya Sarawak. Australia and New Zealand 
If a message is to be registered before being posted the 
sender will have to pay to addiiioo a registratioo fee of 
3 annas per telegram 

These telegrams may be wrmen either to code or plain 
language For countries ta the nest, (hey should bear the 
words “PAV Karachi ’ *or if by registered post, ' PAVR 
Kaichi”) afier the name and the address on the form 
In the ca®e of ttie countries of the east the words should 
be 'TAV Calcutta” or ‘PAVB Calcutta” 

Telegrams 

Telegram® are generally sent on urgent busine®s when 
the tim'e taken in communication by ordinary post is 
thought to be undesirable As the charges for telegrams 
are comparatively high the sender mast exercise care id 
securing accuracy of ihe message in the minimum of 
words. In writing telegrams, therefore the rules of 
grammar are not observed All Superfluous words and 
phrases are avoided In short the words should be as few 
as possible without sacrificing the meaning and giving 
rise 10 ambiguity All figures should be as far as possible 
expressed in words \Vhene%er a telegram is «enl a copy 
of the telegram should be retained for reference and the 
telegram should be immediately confiimed by a letter 
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inland Telegrams 

TeleRratn sent to or tecei\e<l from places in India, 
Barma^, Ceylon, Afghaoisiaa or Lhasa {Tihet) are regarded 
as inland telegrams 

AddreiS The address on a telegram must contain all 
I he particulars necessary to ensure a correct delivery of 
the telegram without search or enctcriry’ The address may 
be in the form of post office box number or telephone 
number, e g ‘Shah PoM Box 382 Bombay" or ‘shah 
Telephone 3432 Bombay 

Ao abbreviated address may be used to place of the full 
ooe The fee for the registration of an abbreviated address 

15 Ks 20/ yearly or Its 12/- half yearly Abbreviated 
addie«sea may be registered at all LiceD«ed Telegraph 
Offices opened (or pud lelegtaph traffic 

Cadt Lartguitga Telegrams may be wntteo to either 
plain language or code language Code laneuage consists 
either of artilicial words or of real words net used nith 
their usual meaning or of a mixiore of real words and 
artificial nords 

Cede words must not contain more than 10 letters 
I having at lea<t one vpivet if they comprise of not more 
Uhan five letters at least 2 voweh, if they comprise of 

16 7 8 letters aud at least three vowels if they comprise 
of 9 or 10 letters la words of more than five fetters one 
vowel at least mu«t be m the first five letters and at least 
one vowel in the test of tbe word subject to the condition 
(hat m the case of words of 9 or 10 fetters there must be 
in all at least three vowels 

Code words in telegrams to Burmab, however, are not 
subject to any resirictiOD as to tbeir formation But they 
are limited to 3 letters (o a Hord Fne letter codenords 
can be used both in ordinary and express telegram' 



POSTAL \NDTELFCPUmriStOPJl\TIO\ 303 


They can be aH > osed id mixed (elesrams containini; ( lain 
Words and cede v/ords 

The vowels are a e 1 o u and y 

Grou[v (ormed by crmhinma iw j or rote plairj 
laot^uac'e words contrary to the usage ol tt r langoace are 
not admitted In a mixed telegram ite rate rf calcuUnon 
noil be 1 I'iter* to a woid f >r the plain l4ngii:ige words 
as well as code language r;< rds 

Phonograms — Lnder the phonograms system arrange 
ment is made at certain pt st office fer receiving lelegrairs 
fexcept pre«a telegrams on telephone fiorn telephone 
subscfilers for being despatched to their de«tinaiion 
An additional fee of tuo annas is charged in re<peci of 
each sncl telegram 

The lelegiaph office will send a confirmatory copy of 
the message by the next lir*t available post Within five 
days of IIS receipt it must be presented at the nearest tost 
office with pcsiagr stamps of the (eqtii<ite value affixed 
thereto 'The authotiiies will give a receipt for the 
charges paid Or the sab«criLer tray maintain adepr;Sit 
account in the manner pre'-cribed by the rules to which 
from time to time the charges will be debited 

Telegrams received from outside place* will be tele 
phoned free of charge to the tefephone subscriber il the 
telegrams nre addressed (1) to a per»oa followed by the 
word telephone and his telephone number as hih-h 
telephone <^b 37 1 ombay' or (2J to a registered all rev lated 
address for which special tustractioDS for delivery of 
telegrams by telephone have been registered by addressee 
Id other cases telegrams may be delivered by telephine 
wiih the consent 0 / the addre«ee if the meihcd is caave 
nienl to the telegraph office 

Dr/)ojir Accoufi/ and Gttaranlte System Airange 
ment IS mad- at certain telegraph oTc'-Wor the dc-paich 
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of telesrame wiihout prepayment of charges on the 
following contlnions — 

(a A deposit in ca*h or Government promissory notes 
or post office cash certificates of a sum equivalent to 
the estimated cost of fourteen days telegrams plus fees 
for the upkeep of accounts should be made at the telegraph 
office from which the telegrams are to be sent or Ibl a letter 
of guarantee should be produced for an equivalent sum from 
a bank approved for the purpose by the Director General 

The telegraph office will render an accounj fo the 
person concerned every ueek showing the cost of telegrams 
Accepted under the arrangement and the fees charged 
for the upkeep of the account The fees for the upkeep 
of the account Witt be at the rate of 12 annas for every 
25 telegrams, despatched by the depositor plus 12 annas 
for the remainder of telegrams, if any 

Greetings Telegrams -Greeting telegrams ate accepted 
for transmission at specially reduced rates on the following 
occasions (1) Christmas and New Year, (2) Dewali, 
|3) Birthday, (4) Id, (5) Confirment of title, (6) Marriage 
(7) Examination (8) Bijoya. (9) Journeys (10) Elections 
(1 1 ) Acknowledgement for greetings etc- 

The charges lor such telegrams are 6 annas for 
ordinary and 12 annas for express according to the type of 
the telegram It consists of 6 words — 4 words for the 
name of the addressee and address, one word for greetings 
indicated by number and one word for the name of the 
sender F very additional word is charged at the rate of 
one anna in ordinary and two anaas iR express telegrams 
The message consists of stock phrases given m the 
P & T Guide Cl 396 B 

Suitable gay coloured envelopes are used m deiivering 
these greetings telegrams 



